MINIMIZING STATE AND LOCAL TAXES 
Paul A. Reck 


HOW CONTROLLERS FEED FACTS AND FIGURES 
TO THE COLLECTIVE BARGAINING TABLE 


A Report on the Newest Study 
by the Controllership Foundation 


C. R. Fay 


BUDGETING: 


The Use of Cost Concepts and Patterns 
C. W. Emshoff 


THE MANAGEMENT AUDIT COMES OF AGE 
Arthur P. Wilson 
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Patterns in Pensions 


Does an industry 
pension pattern 
exactly fit your 
business... 


..-or will variations within the pattern mean 
a better pension plan for your company? 


Re you adopt a pension plan based on an 


industry pattern investigate all variations that 

can be made within the pattern. You may find that 

even a slight departure from the industry pattern 

will enable you to develop a pension plan  bettet 
fitted to your business and employees. 

The accumulated knowledge gained by our Pen 

ston Trust Division through vears of pension expe 


available to you. We shall be glad to 


rience is 


estimate the cost of a pension plan for your company 
or to discuss with you any pension problem you may 


have. No obligation whatever. 


or call the City Bank Farm 
ompany or The National City Bank 


k, Ask for our Pension Booklet 





We act as trustee under pension plans 
and as agent for individual trustees. 


CITY BANK FARMERS TRUST COMPANY 


CHARTERED 1822 


HEAD OFFICE: 22 WILLIAM STREET, NEW YORK 
{ffiliate of 


THE NATIONAL CITY BANK OF NEW YORK 


ESTABLISHED 1812 





tO 


Candidates ( PA 
for the oe ille 


EXAMINATION 


IAS offers to qualified 
accountants a C. P. A. 
Coaching Course which 
has produced outstanding 
results. The enrollment fee 
is $50.00. For full partic- 
ulars address a letter to: 


INTERNATIONAL ACCOUNTANTS SOCIETY, inc. 


A Correspondence School Since 1903 


Ag 209 WEST JACKSON BOULEVARD 
CHICAGO 6 ILLINOIS 





Harts Nal Utce 


/ypewrier! 


No. 1 in Features! 


More exclusive, work-saving, time-saving 
features than any other typewriter! 


No. 1 in Speed! 
The world’s fastest standard typewriter! 
No. 1 in Writing Ease! 


The easiest-writing standard typewriter 


ever built! 


No. 1 in Preference! 
Preferred by ty pists 214 to | over any 
other make of standard typewriter! 

No. 1 in Durability! 


Royals stay on the job longer with less 


wengunpiod “Magic” Margin, = your finger tips on the Quick eilindiee change! Just 
lets vou position the carriage, flick Finger-Flow Keys. Notice the press and lift out with thumb and 
the lever, and your margin is set greater clearance between rows. forefinger of right hand. It's a cinch. 


time out for repairs! 


The above features —and many others —-are good reasons 
why you should call your local Royal representative and 


say: “Il want an Office Trial of the Royal right now!” 


You slip the ribbon loop on 


without even removing the empty 


spool from the hub. Royal exclusive! 


ale a ican iaks ve rina taens STANDARD poe ELECTRIC 


Made by the World’s Largest Manufacturer of Typewriters 


“Magic” is a registered trade-mark of Royal Typewriter Company, Inc. 
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EXCESS PROFITS TAXATION 


Editors, THE CONTROLLER: 


Since it appears that corporate federal 
excess profits taxation is eventually to again 
be with us, the following comments seem 
to be pertinent. 

The term excess profits most certainly 
indicates that corporate stockholders are 
presumably earning an excessive rate of 
return on their investments. Predicated on 
that indication, it would be highly inequit- 
able for the United States Treasury De- 
partment in any new tax legislation to ap- 
ply excess profits tax rates to corporate 
net income before having reduced such net 


income by the related amount of federal 
normal tax and surtax for the reason that 
the corporate stockholders’ equity in that 
net income represents the amount thereof 
after such calaies has been made. 

It may well be timely for us individuals 
responsible for our employers’ federal in- 
come tax matters to exert whatever influ- 
ence we can to obtain tax legislation which 
will obviate the inequity discussed above. 

RAYMOND E. BRENNAN 
Secretary-Treasurer 


States Steamship Company 


Vancouver, Washington 











PENSIONS 
EMPLOYEE BENEFITS 
DEFERRED COMPENSATION 


IMPORTANT: 








The 
benefits to senior executives 
has been revoked by IT 
4o20. Are you taking ad- 
vantage of the extra bene- 


fits now permitted? 


For new plans or revision of old plans 
consult 


PENSION CORPORATION OF AMERICA 


20 PINE STREET. NEW YORK 5, N.Y. 


30% restriction on 











STOCKHOLDERS’ “RIGHTS” 
Editors, TH&t CONTROLLER: 

I was interested to note in “Scanning the 
Scene” in your June issue a reference to a 
stockholders’ “bill of rights’’ of nineteen 
points by the Federation of Women Share- 
holders in American Business. 

Your item mentioned some of the high- 
lights. Is a copy of the full “bill of rights’ 
available ? $.¥-K. 


The stockholders’ bill of rights (emphasis 
as supplied by the ¥.w.s.A.B.) follows: 


1. A FREE ballot; 


. Fair wages for use of capital; 

3. Reasonable dividend protection before 
allotting large bonuses or huge welfare 
grants; 

. Ceilings on NON contributory pensions; 

When there is a division of interest, 
brokers and trustees shall be held ac- 
countable to represent the public stock- 
holder interest; 
When new stock issues are 
plated, present stockholders shall be al- 
lowed pre-emptive rights (and not dis- 
criminated AGAINST); 

. Tax credits to stockholders based on the 
amount of taxes paid by corporations on 
earnings before declaring dividends; 

place 


altena- 


contem- 


. ACCESSIBLE Annual Meeting 
which encourage stockholder 
ance; do not discourage stockholder as- 
sembly and debate; 

. Regional stockholder meetings; 

. READABLE annual and other stockholder 
reports; stockholders are virtually dis- 
enfranchised if they are (1) too techni- 
cal (2) have too high a readership level; 

. Post stockholder meeting reports with 
an impartial account of proceedings; 

. Attendance of nominees and other direc- 
tors at Annual Meetings; 

3. Responsible union representatives at An- 
nual Meetings; 

. Directors must own some stock in the 
corporation; 

. Qualified representation on Boards of 
Directors REGARDLESS OF SEX; 

. OuTsivE directors be included on Board 
to represent the public interest; 

. Cumulative voting (mandatory in 19 
states) to support and secure industrial 
statesmanship, stockholder-minded di- 
rectors and/or women on boards. (Thi 
enables stockholders to bunch or dis- 
tribute votes as they see fit instead of 
voting for a PACKAGE OF NOMINEES 
regardless of record or performance); 

. Auditors elected by stockholders; gen- 
eral counsel, paid by public stockhold- 
ers, made more responsible for proteci- 
ing welfare of public stockholders; 
Democratic, FREE press principles in re- 
porting stoc kholder mee tings and othe 
financial news, 


The Editors 





COLD FIGURES MAKE HOT NEWS! 


Here’s the extra executive capacity 
your firm needs today! 


Business is running in high gear. Competent, trained 
executives are becoming hard to find. Stop looking out- 
side. You have an untapped reserve of executive Ca- 
pacity right in your own organization! It consists of the 
precious time being lost daily by valuable people, 
forced to use an antiquated, roundabout way to get 
their work out. 


Free them to accomplish more! How? With Edison Voice 
Writing—the most direct method of getting action on 
tieir thoughts and work. 


4ccording to an average of over 3,000 surveys, the Edi- 
son Voicewriter steps up the tangible accomplishment 
of executives by 20% to 50%. And, gains secretaries an 
average of 33% % additional time—time in which they 
can assume other tasks. Best of all: it does al! this not by 
making anyone work harder, but by easing their efforts, 
by simplifying their jobs. 

If your company is not now enjoying the 101 benefits of 
the Edison Voicewriter, do it and yourself a favor by 
getting the facts—and figures—from Edison. Ask us, 
particularly, to tell you more about our Survey Service. 


And the DISC Edison Voicewriter is the 
world’s finest instrument for the job! 


Forget all you ever knew about dictating instruments of 
the past! Over a score of ingenious features and con- 
veniences—engineered by Edison—make the handling 
and dispatch of work a brand new experience, an effort- 
less pleasure. 

For example: by sheer electronic magic Edison gives 
you greater clarity range, makes the reproduced voice 
actually more understandable than the same voice “in 
person.” 

Edison's famous Keymatic Index has greater index area 
providing greater accuracy. 

Automatic record positioning, another Edison exclusive, 
automatically positions the record on the instrument. 
All you do is slide in the record, flip the cover closed 
and— presto! —the disc is flat, centered and ready. 
Edison also offers you complete enclosure, three choices 
of playback and a complete system of indexing discs for 
transcribing, filing or mailing. 

No wonder that, in open-minded firms which try them 
all, the DISC Edison Voicewriter wins the preference 


more often than all competing makes put together! 
g f4 


C EDISON VOICEWRITER 


hi another fine product of 
THOMAS A. EDISON, INCORPORATED, West Orange, N. J. 


This common-sense booklet has proved a 
revelation to th ds of businessmen. 
Its 16 pages teem with facts and new 





ideas. Send for your copy. Use the cou- 
pon. Or, for a demonstration without ob- 
ligation, phone “‘EDIPHONE” in your city, 
or write Thomas A. Edison Incorporated, 
31 Lakeside Avenue, West Orange, N. J. 
In Canada: Thomas A. Edison of Canada, 
Ltd., Toronto 1, Ontario. 


Q Edivon. 


EDISON, 31 Lakeside Ave., West Crange, N. J. 

Send me a copy of “Don’t Work So Hard” by Roger 
Denbie please 

NAMI 

COMPANY 

ADDRESS 


Ciry 
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HOW DO YOU SCORE? 
Editors, THE CONTROLLER: 


The May 1950 issue of THE CONTROL- 
LER contains in the section ‘“Correspond- 
ence,’ a letter by Professor K. Louhi of 
the University of Chicago who asks for 
permission to mimeograph the article en- 
titled “Can Earned Surplus Be Interpreted, 
Analyzed and Presented Logically?’ by 
John A. Beckett in the March 1950 issue 
of THE CONTROLLER. The request was 
granted, 

I am sending you Question #3 of our 
senior comprehensive examination which 


was given last week and which, as you 
will note, makes use of Mr. Beckett's ar- 
ticle. The use of the article indicates to 
you how valuable and informative we con- 
sider Mr. Beckett's writings. 

A. Matz 

Associate Professor of Accounting 

Wharton School of Finance and 

Commerce 
University of Pennsylvania 
Philadelphia, Pa. 


do our readers score on Professor 


Hou 
Matz’'s question in the next column? 


-The Editors 


“PLEASE, SIR, | WANT SOME MORE.” 


“Do have another helping’, urges the 
eager hostess to the guest glassy-eyed and 
groaning with a surfeit of food. 

But when Oliver Twist approached the 
beadle and said, “Please, sir, | want some 
more’’, the keeper of the worthy indigent 
was shocked to his marrow by such brazen 
effrontery. 


THE CONTROLLER will have neither of 
the above, thank you kindly. 

“What will you have’, we ask—in per- 
son and through the questionnaires we 
send you from time to time. 

And we are more than willing to abide 
by your answers. If you say “a little Jess of 
this and somewhat more of that’, we place 
some topics on reducing diets and feed 
others with strength-building vitamins. 


” *” * 


Earlier this year, for example, 969 of 
you indicated your interest in having THE 
CONTROLLER pursue certain topics. Up 
towards the head of the lists were Budgets 
and Budgetary Control, Taxes, Labor, 
Management Audits 

This September issue of THE CONTROL- 
LER contains comprehensive articles on 
each of these topics 


The principle of “giving the public 


THE CONTROLLER 


what it wants” is both attacked and de- 
fended. However, a professional type of 
publication such as THE CONTROLLER 
obviously occupies a different place than a 
periodical aiming at entertaining all who 
may buy. 

The needs of our readers must be—and 
are—paramount in guiding our selection 
of material to be published. Our editorial 
job is to see that you receive the best availa- 
ble material covering your particular in- 
terests. 

Periodicals with widespread and diffuse 
audiences cannot, of necessity, enjoy the 
same close relationship with their readers 
as is possible for THE CONTROLLER. 
(We're proud and happy that we can.) 

They cannot, for instance, check their 
assumption about readers’ needs as we can, 
through direct questionnaires plus close 
personal contacts. 


* * * 


We are, of course, pleased when your 
requests closely parallel our prior assump- 
tions about the value of topics to be con- 
sidered. But should you diametrically op- 
pose our editorial opinions, you may be 
sure that our opinions would bow to yours. 

When, as in the case of THE CONTROL- 
LER, wants are synonymous with needs, it 
is one of the pleasures of editing to be able 
to meet them 

The September issue of THE CONTROL- 
LER is not exceptional in this. It is, we be- 
lieve, a typical example of editor-reader 
co-operation. 


ad * * 


We hope you like us in September as 


you did in May—and all the other months. 
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Question # 3 


The account Earned Surplus is acknowl- 
edged by writers in the field of accountancy 
as containing a wealth of statistical and fi- 
nancial information. Suggestions have 
often been made by which this information 
can be divulged to benefit readers of state- 
ments, dissecting the Surplus section, so to 
speak. Recently, a writer in the magazine, 
THE CONTROLLER, Mr. J. A. Beckett, pre- 
sented the following breakdown of profits 
withheld: 

A CORPORATION 
Retained Profits: 

Appropriated to Compensate for 
Decline in Dollar Purchasing 
Power 

Appropriated for Future Expan- 
sion 

Appropriated for Accomplished 
Expansion 

Retained as a Provision for Fu- 
ture Adverse Contingencies 

Total Retained Profits 


$ xxxx 
XXXX 
XXXxxX 


XXXX 
$xxxxxx 


Brief notes explaining the various titles 
under the general heading “Retained 
Profits” follow: the appropriation for de- 
cline in purchasing power of the dollar 
may increase or decrease over time, being 
adjusted periodically; the appropriation 
for future expansion indicates the inten- 
tion to withhold earnings from possible 
dividend distribution; the appropriation 
for accomplished expansion is said to be 
“crystallized earnings,” appearing as fixed 
or other forms of assets; the retention for 
adverse contingencies is as the name im- 
plies, a buffer, as well as being the part 
from which dividends are paid (this was 
indicated in a footnote by the author). 

Comment on this presentation in re- 
spect to: 

(1) Management's complete and full 
accounting to the stockholders for 
profits retained if such a break- 
down is used. 

(2) Inferences which may be drawn 
regarding possible dividends from 
the point of view of the stock- 
holder, keeping in mind the ap- 
propriations, 

(3) Choice of words in the presenta- 
tion cited. 

(4) Possible changes. 


MICROFILMING PUBLIC RECORDS 
Editors, THE CONTROLLER: 

Because of your interest in record preser- 
vation, as indicated by articles in your 
pages and letters from your readers, I 
thought you would be interested to learn 
that Wayne County, which is the City of 
Detroit, has ordered a speed-up in its 
microfilming of public documents. The 
Associated Press reports that a storage 
place is being sought which is protected 
from bombing or sabotage. No doubt we 
will be hearing more of such news. H.T. 





This git! can write and calculate an invoice 


RY 


The Burroughs Calculating-Billing Machine 
writes and calculates an invoice in less time 
than it ordinarily takes just to copy it. 


On a Burroughs, the operator needs to type only 
part of the invoice. Her Burroughs automatically 
computes and, at the touch of one key, prints 
the complete extension — multiplier and answer! 
Typing time is saved. 

And as extensions are printed, the Burroughs 
totals them automatically and prints the total 
from a single total key. The operator types none 
of them. More time is saved... errors in typing 
amounts are impossible. 


This Burroughs is the only calculating-billing 


WHEREVER THERE'S BUSINESS THERE’S 


Burroughs 


machine that computes as it types... that com- 
putes by direct mechanical multiplication, not by 
repeated addition. It makes the various steps of 
typing and calculating one fast, continuous oper- 
ation... accomplishes more work with /ess effort. 


If your billing costs are rising, let Burroughs 
bring them down! For information on the appli- 
cation of Burroughs Calculating-Billing Machine 
to your work, call your local Burroughs office, 
or send the coupon for your copy of 

Faster Billing with the Burroughs 
Calculating-Billing Machine. 


BURROUGHS ADDING MACHINE CO. 
Detroit 32, Michigan 


Please send me my copy of Faster Billing 
with the Burroughs Calculating-Billing Machine. 


Name 
Street and Number 


City and State 





Springtime for Humans 

This is the time of year when we traditionally start in 
again with a full head of steam. We hope all readers of 
THE CONTROLLER have had their vacations and taken a 
long enough one to achieve real relaxation and a renewal 
of the spirit. 

In a way, the autumn following the summer vacation 
period might be considered the springtime of humans, a 
period of new vigor and new thoughts. It ought to be so 
because none of us can run year after year at a completely 
steady pace. Anyone who does that finds his pace slows and 
his course runs along a rut. 

Remember how tired you felt last spring when all the 
birds, trees and flowers were twittering and blooming with 
indecent haste that only seemed to make that “'tired feeling” 
worse? 

Now it's your turn! The birds are not so jubilant, most 
of the flowers will soon be gone, and the leaves are already 
thinner on the trees. 

Perhaps it may even be a comfort next spring when you 
look at the trees and flowers to remember that they wouldn't 
be that way if they hadn't been vacationing all winter! 


Labeling Our Young Men of Promise 


Do you have in your organization a young man who is 
carrying more and more burdens—taking some of the bur- 
dens off your shoulders? Has he grown up more than you've 
stopped to realize? Is it in order to consider giving him the 
title or similar label which will help 
his work and his self-confidence? 

These are the questions which were brought up recently 
in a discussion among some members of the Controllers 
Institute. One who is now vice president of his company 
commented that he wished he had earlier labeled his right- 
hand man and brought him into the Controllers Institute as 
an assistant controller. He felt that the younger man would 
have been better prepared for the controllership which he 
had to take over when his boss received the title of vice 


assistant controller 


president 

Another controller remarked, ‘I kept such a young man in 
our organization at a time when we were financially unable 
to give him a raise, simply by giving him a label that ac- 
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knowledged his work. He stayed with us and has had plenty 
of raises since then—occupies one of our top jobs now.” 

Have you ever lost a good man for lack of a label? Have 
you a good man on hand whose dealings with other mem- 
bers of the organization would be made easier or more ef- 
fective by this sort of move and whose morale might be 
improved at the same time? 


Is Free Speech a One-Way Street? 


Here is a little item which was given inconspicuous 
place in some of our daily papers a while back that we 
think should have banner headlines: 


SORRY HE CALLED LEWIS DICTATOR 


Pittsburgh, April 23 (AP) 

“Joe Dickmon, the young coal miner who called John L. 
Lewis a dictator, has apologized. Dickmon’s criticism of 
the United Mine Workers leader resulted in the Library, 
Pa., miner's suspension from the union last January. He 
hasn’t worked since. 

“Yesterday Dickmon’s appeal was heard by the execu- 
tive board of U.M.W. District 5. The 31-year-old digger 
told U.M.W. District Leader John Busarello that ‘common 
sense’ showed him he was wrong in calling names. Dick- 
mon’s original criticism was contained in a letter published 
in a Pittsburgh paper. Dickmon now stands a chance of 
going back to work at the Montour No, 10 mine of Pitts- 
burgh Consolidation Coal Co., at Library.” 


Would Mr. Lewis feel disturbed if he were fined, thrown 
out of his job or imprisoned for criticizing the President 
of the United States? He seems to feel free to do so—as 
most of the rest of us do—and nothing untoward has 
happened to him. 

But apparently the same rights do not hold for a union 
member. He doesn't have free speech. 


Here is a real opportunity for management—every man- 
agement signing a union contract. 


We hereby nominate for inclusion in all union contracts, 
a stipulation that no union member shall be in any way 
penalized for written or spoken criticism of the union, 
its officers or directors. 

Because the recent Controllership Foundation study 
has shown that many controllers are being brought into 
closer contact with union negotiations in their company, 
there may be opportunities for readers of this magazine 
to offer the above situation. 

Is that pure altruism? We don’t believe so. A union in 
which the members feel free to criticize is far less likely 
to become a dictatorship or a communist tool, than one 
in which members may not speak up. The average American 
worker has a lot of common sense and an appreciation of 
some of management's problems. A union ruled by officers 
who must face and answer criticisms of the members will 
be more likely to bargain on a rational basis and to refrain 
from demands which would ruin the company’s business 
and the future of its members. 

All parties can gain from a move like this. 


—-WALTER MITCHELL, JR. 





COMPANY 
EXECUTIVES: 
Write today for your 
copy—includes pension 
plans recently negoti- 
ated with labor unions. 
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New 120-page analysis 

of retirement plans in 83 

industries — a valuable 

guide in setting up a new 

plan, or bringing an old 
> yplan up to date. 


THIS BOOK ANSWERS 
THESE 9 KEY QUESTIONS 





What patterns have been set in plans 
recently negotiated with unions? 


What are the recent developments 
and trends in employer 
unilateral plans? 


What are the detailed provisions of 
these plans? 


How are benefits being revised in 
existing plans? 


What other changes have been made 
in existing plans? 


How will changes in Social Security 
Law affect benefits? 


What pensions are paid on an- 
nual compensation of $2,000, 
$3,000, $5,000, $15,000? 


How are pension plans funded? 
To what extent do plans call 
i. for employ ibutions? 
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What companies in 83 industries did about Retirement Plan Problems 








PENSION PLANS IN THESE AND 
35 OTHER INDUSTRIES ANALYZED 


Air Transport 
Aircraft 
Manufacturing 
Automobile 
Baking 
Beverage 
Building 
Business 
Equipment 
Carpet 
Cement 
Chemical 
Coal 
Dairy 
Distilling 
Drug 
Electrical 
Equipment 
Engraving & 
Printing 
Farm Equipment 
Financial 
Floor Covering 
Fooc 
Glass 
Household 
Appliance 
Insurance 


Importing & 
Exporting 
Lumber 
Machinery Mfg, 
Meat Packing 
Motion Pictures 
Non-ferrous 
Metals 
Optical 
Paint 
Paper 
Petroleum 
Public Utility 
Publishing 
Radio & 
Television 
Railroad 


Refrigerator Mfg. 


Retail Store 
Rubber 
Shipbuilding 
Silverware 
Soap 
Steamship 
Steel 

Sugar 
Textile 
Tobacco 








HIS valuable 120-page volume pro- 

vides you with a quick, simple 
method of applying the pension experi- 
ence of others to your business. 

Written by pension specialists, this 
new book gives you facts and figures 
showing how companies in 83 indus- 
tries are working out their retirement 
plan problems. 

It contains complete information on 
pension plans negotiated recently with 
labor unions. 

Facts about each company’s plan are 
in tabular form for quick reading and 
easy comparison. 


You will find this book a valuable 
guide in establishing a new pension 
plan, or for use in comparing and 
checking your present plan and bring- 


ing it up to date. 


WRITE FOR YOUR COPY TODAY 


Simply write on your business letter- 
head for your copy of A Study of Indus- 
trial Retirement Plans. I will be sent 
to you without cost or obligation. Please 
address Pension Trust Department, 
Bankers Trust Company, 16 Wall St., 
New York 15, N. Y. 


BANKERS TRUST COMPANY 


NEW YORK 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 





"This machine 
certainly 





saves time!" 


1. An exclusive combination of time- 
and-money-saving advantages —never 
before combined on one machine —en- 
ables this new National Accounting 
machine to cut accounting costs so 
sharply that the savings often pay for the 
entire equipment within a year! Savings 
then run on, year after year, as hand- 


some pront 


2. It also gives more money-making in- 
formation about your business facts 
most business men have always wanted, 
but many never had. Employee relations 


are improved. There’s a saving in station- 
ery costs. Records are up-to-the-minute. 

A smail or medium-size business can 
handle a// its accounting on one National 
Multiple-Duty model. I arger concerns 
use batteries of these machines to handle 
Specific jobs at minimum cost—and, 
during peak-load periods, shift jobs be 
tween machines to cut costly overtime 


Let our representative check your 
accounting set-up, and show you how 
much National Mechanized Accounting 
will save. % 


"..yes, and it gives 


information that helps 


make more money: 


Get this FREE 
20-page booklet 
from our local 
representative, 
or write to the 
Company at 
Dayton 9, Ohio 


THE NATIONAL CASH REGISTER COMPANY Srattonal 


ACCOUNTING MACHINES 








Minimizing 
State and Local Taxes 


Paul A. Reck 


URING THE LAST FEW YEARS, state and 

local taxes have been broadened and 
increased at such an astonishing rate that 
all management men should be well aware 
of their significance. 

Only last year in 1949, legislatures met 
in every state except Louisiana, Mississippi 
and Virginia to consider among other 
things, the serious problem of additional 
revenue confronting them. More than 
2,000 tax laws were passed most of which 
increased the tax burden. Increases took 
place in sales and use tax rates; income 
and franchise taxes were maintained or 
increased ; and, en and real property 
taxes were broadened. New taxes were im- 
posed in many states and local govern- 
ments were empowered through state ena- 
bling acts to levy sales, gross receipts and 
other taxes. In addition, many taxes that 
formerly had a temporary status were made 
permanent. 

This legislation was the result of a con- 
siderable increase in pressure experienced 
during 1949 by state and local govern- 
ments to raise additional revenucs. On a 
long-term basis, it is indicative of an ac- 
celerating trend which has been going on 
for many years and which will become 
more marked in the future as these gov- 
ernments continue to seek additional 
revenues to meet their ever growing needs. 

Businessmen should be fully cognizant 
of this trend since it is not inconccivable 
that state and local taxes could apprcach 
the size of the current Federal budget in 
the not too distant future. Only last year, 
tax revenues of the states totaled $8,353 
million including $973 million for un- 
employment insurance taxes as compared 
with tax revenues for 1940 of $4,157 mil- 
lion including the unemployment take of 
$844 million, Of these total amounts, ap- 
proximately 50 per cent represent taxes 
imposed upon industry including those 
taxes which it was charged with collecting 
from employes or customers. This increase 
in tax burden in so short a time is reason 
enough for alarm. 

These taxes become even more signifi- 
cant when their final cost to industry is 
recognized. During the war years state and 
local taxes cost corporations only 1514 


cents to 28 cents on the dollar of such 
taxes paid depending on the bracket of the 
taxpayer for Federal Income Tax purposes. 
With the close of the war years, however, 
the repeal of the Excess Profits Tax by the 
Federal Government brought state and lo- 
cal taxes into more prominent view. The 
final cost of state and local taxes to corpo- 
rations now ranges from 62 cents to 79 
cents on the dollar of such taxes paid. 
(This net cost results from the fact that 
these taxes are deductible expenses for 
Federal tax purposes and consequently 
they can be offset by the Federal taxes 
saved. ) 

Unfortunately, tax costs are not limited 
to the amounts indicated above. There are 
plenty of taxes which are not determined 
on the basis of income and which continue 
to apply even in the case of corporations 
operating at deficits. For example, real and 
personal property taxes are significant 
items of tax expense to corporations in 
spite of their earnings status. In addition, 
there are license fees, gross receipts taxes, 
business taxes, and sales and use taxes, all 
of which apply to business operations re- 
gardless of net profits. Increased overhead 
expenses have also been experienced by 
corporations in preparing and filing tax 
returns for new taxes and in acting as a col 
lection agent for state and local govern 
ments for unemployment, personal in 
come, sales and use taxes, etc., where such 


taxes are ultimately imposed upon their 
employes or their customers. Considerable 
research has been conducted in recent 
months by organizations which shows that 
it is not uncommon for hidden taxes to 
amount to as much as 50 or 60 per cent of 
what would be the sales price of products 
were it not for such hidden costs. 

Because of these factors of increased tax 
load and added costs to corporations, it be- 
comes important for management men to 
give attention to the implications of tax 
laws and their effect on operations and 
methods of doing business. What follows 
is an attempt to point out in brief the pit- 
falls of which businessmen should be 
aware and steps to be taken in avoiding 
them. 


DOING BUSINESS 


The extent to which a corporation may 
be subject to various state taxes is deter- 
mined by the degree to which its activi- 
ties carry it across state lines other than its 
own home state of incorporation. 

Since a corporation is the creature of the 
state of its incorporation, it obviously can- 
not avoid compliance with the statutes of 
that state. With respect to a state other 
than that of incorporation, known as a 

foreign’ state, the determination if a 
corporation is subject to its tax laws hinges 
whether the company is carrying on 
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business operations within the state; or, 
whether it is engaged exclusively in inter- 
state commerce, in which event it is not 
subject to the laws of the state. In the for- 
mer case, taxes may be exacted for the 
company’s privilege of ‘doing business” 
inside the state, as distinguished from in- 
terstate commerce. 

What is considered to be ‘doing busi- 
ness’ varies according to the various stat- 
utes of the states and their interpretations 
by the courts. So great are the divergencies 
that it is impossible to formulate general 
rules of application. 

Ordinarily, isolated acts do not consti- 
tute “doing business,” nor do incidental 
acts not connected with the main purpose 
for which the corporation was organized. 
Such acts may include maintaining bank 
accounts, leasing office space, keeping or 
pledging securities, collecting bills, etc. 

Done one way a transaction may be re- 
garded as doing business within a state; 
done another, it may be considered as in- 
terstate commerce, protected from state 
laws by the commerce clause of the U. S. 
Constitution. For example, if an agent or 
representative sets up an office in a foreign 
state to get business for a company, he will 
be doing business on its behalf. On the 
other hand, if he sends contracts to the 
home office for approval and acceptance in- 
stead of accepting them on its behalf, the 
company will be considered as engaging in 
interstate commerce. If, however, he ac- 
cepts the contracts for the company, it will 
be regarded as doing intrastate business. 

When a corporation is doing business 
within a foreign state, the state can com- 
pel the company to qualify to do business 
there, that is, to register its presence in the 
state and its submission to the state laws. 

It is this act of qualification which usu- 
ally determines the necessity of comply- 
ing with tax laws of a state. There are in- 
stances, however, where a corporation can 
be subject to certain state or local taxes 
even though it may not be considered as 
doing business within the state. For ex- 
ample, if a local stock of goods is main- 
tained within the state in a warehouse or 
elsewhere, the company can be subject to 
personal property taxes; or, if there are 
employes in the state, the company can be 
subject to unemployment insurance taxes. 

It will be seen from these few facts that 
to a great extent the methods used in carry- 
ing on business operations in foreign states 
determine the state taxes to be paid. It 
therefore becomes important for one to 
(a) familiarize himself with the laws of 
the states where the company is doing 
business in order to (b) plan the interstate 
commerce character of the company’s ac- 


tivities as much as possible and thereby 


(c) avoid state qualification requirements, 
Adequate consideration of this matter can 
go a long way in eliminating or minimiz- 


THE CONTROLLER 


ing the risks of doing business in other 
states. 


RISKS OF DOING BUSINESS 


The risks that would be incurred in the 
event of failure to qualify (and it should 
be held that it is required to do so) involve 
penalties which vary with the states. In 
addition to the imposition of fines, con- 
tracts may be unenforceable and in some 
states absolutely void. Debts also may be 
uncollectible, property may be subject to 
forfeiture, and the corporation left without 
remedy as to the penalties imposed against 
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it. When fines are imposed, a corporation 
is required to pay all tax arrearages and 
interest thereon and, in some cases, an 
additional percentage of the taxes as pen- 
alty. 

The principal risks in carrying on busi- 
ness without qualifying are those having 
to do with the protection of contracts, The 
most common penalty is the denial to an 
unqualified corporation of the right to en- 
force its contracts in the state courts 
Where, however, the contracts are valid 
though unenforceable, a corporation may 
render the contracts enforceable by sub- 
sequently complying with foreign corpo- 
ration laws. A few states, on the other 
hand, go so far as to regard all contracts 
made by an unregistered corporation as 
completely void and unenforceable even 
though subsequent qualification is made. 

Unfortunately one's problems are not 
always resolved by qualifying to do busi- 
ness in a state and paying the initial quali- 
fication fees or by filing annual reports 
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and paying income, franchise and some 
form of sales or gross receipts tax, as well 
as local licenses and miscellaneous fees. 

Although one may decide to do the right 
thing by reporting a few dollars of taxable 
sales that were shipped into that state dur- 
ing the year, do not be surprised if the 
state contends that all or a a asst por- 
tion of the sales of the company are sub- 
ject to taxation. Unless it can be proven 
that these sales occurred outside of this 
state, the state can impose taxes on the en- 
tire amount. It becomes very important, 
therefore, to maintain complete analyses 
and records of local sales and be prepared 
to produce them upon demand. Also, in- 
formation should be kept as to the nature 
of activities carried on in every foreign 
state. It may be possible to throw the bur- 
den back on the state by submitting the 
proper proof, 


POSSIBILITIES OF MULTIPLE TAXATION 
When a corporation confines its activi- 
ties to the state of incorporation, it has 
few tax problems since its entire income 
is usually attributable to that state. How- 
ever, if the company is involved in activi- 
ties in more than one state, in either intra- 
state or interstate commerce, it becomes 
important to recognize that the possibili- 
ties of double and even multiple taxation 
on the one hand, and complete escape from 
taxation on the other, are staggering. 

Let us assume, for example, that the 
company is incorporated in New York 
and the head office is located in Brooklyn. 
It is qualified to do business as a foreign 
corporation in Alabama, Connecticut, 
Louisiana and Pennsylvania. A salesman, 
who works out of the Philadelphia sales 
office, negotiates a sale with one of his 
customers located in New Haven. The 
order is sent to the central office in Brook- 
lyn for approval and acceptance. Arrange- 
ments are made for the merchandise to be 
picked up from a public warehouse in 
Mobile, by the customer’s truck from their 
New Orleans office. 

Every one of these states claims the right 
to tax the income from this transaction, 
either for income or franchise tax pur- 
poses, or both. The basis on which the 
states claim this right is—(1) Pennsyl- 
vania, the salesman was working out of a 
sales office maintained in the state; (2) 
Connecticut, the sale was chiefly negotiated 
and executed in that state; (3) New York, 
the order was received and accepted in 
New York and the merchandise which was 
appropriated to the order was not located 
at any permanent or continuous place of 
business maintained outside the state; (4) 
Alabama, the goods were physically trans- 
ferred to the customer within the state; 
and (5) Louisiana, delivery was made toa 
customer in that state. 

Unfortunately, the taxability of this 
transaction does not end at this point. In 
addition to the foregoing income and 





franchise taxes one finds that some or all 
of the following taxes are incurred: (1) 
sales and use taxes; (2) gross receipts 
taxes; and (3) personal property tax on 
stored merchandise. Even though one at- 
tempts to bypass some of these states, one 
can still be required to collect a use tax on 
the merchandise shipped to local customers 
if one sends a salesman or representative 
into the state. 

Even after the sale is completed, the 
step of collection and the further step of 
customer service are involved in most 
cases. 

The transaction illustrated above is a 
relatively simple one. Far more complex 
ones occur every day in the experience of 
taxpayers. But, it at least serves to point 
out that the possibilities of double or mul- 
tiple taxation are infinite, resulting in the 
assessment of one transaction many times. 

The rights of the states to impose these 
different types of taxes on various aspects 
of the same transaction, vary according to 
the type of tax. 

In the case of the property tax, the phys- 
ical location of the property is the single 
determining factor. 

The power to impose sales and gross 
receipts taxes depends usually on some 
event or combination of events within the 
taxing state. In most cases, sales taxes are 
imposed on the ultimate consumer and a 
corporation merely acts as an agent for 
collecting the tax on its sales. 

In the case of taxes on or measured by 
net income, the right to tax is based upon 
the fact that the corporation has engaged 
in commerce within the taxing state. What 
constitutes commerce requires a study of 
the laws of particular states. 


PROBLEMS INVOLVED 
IN DETERMINING INCOME 


Property, sales or gross —— taxes 
present no particular problem in determin- 
ing the tax. However, where the tax is 
based on or measured by net income, such 
as franchise and income or excise taxes, 
it is difficult if not impossible for a com- 
pany doing business in more than one 
state to determine accurately in what states 
its total income was earned. Most states 
have, therefore, adopted formulae for al- 
locating capital employed or income 
earned from operations within the state, 
on which amounts the tax is levied. 

Generally speaking, either the so-called 
“separate accounting’ or ‘formula’’ meth- 
ods are employed for apportioning in- 
come. The question as to which method 
should be employed is one which must be 
answered on the basis of circumstances in 
each particular state. 


ALLOCATION OF INCOME BY 
SEPARATE ACCOUNTING METHOD 
Under the separate accounting method, 
as the name implies, the business within 
the state is treated as though it were sepa- 


rate and distinct from the business carried 
on outside the state. A separate accounting 
involves the segregation of the business in- 
come attributable to a state by a separation 
of the sales, costs, and expenses resulting 
from business done within the state. 

Where the business within the state is 
truly separate and distinct from the busi- 
ness without the state, the segregation can 
be easily made. Where, however, the busi- 
ness within the state is an integral part of 
a unitary business carried on within and 
without the state, the separate accounting 
method is ordinarily not permitted because 
of the difficulties encountered in the segre- 
gation of income expenses. 

Whether one uses the separate account- 
ing method or formula method of deter- 
mining income subject to state taxation, 
the particular method must be selected 
upon filing initial returns. Otherwise, 
specific permission to change the basis at 
subsequent periods must be obtained. 

Usually, the separate accounting method 
will be more advantageous where permis 
sible, although calculations of taxes by 


both this method and the formula method 
are advisable to arrive at the basis which re- 
sults in the greatest tax savings. 

It should also be noted that the use of 
the separate accounting method is no 
guarantee against attack at a subsequent 
date, since the state authority can compel a 
change if so inclined. 


ALLOCATION OF INCOME BY 
FORMULA METHOD 

The formula method deserves special 
attention since it is now widely employed 
by most states. Moreover, proper appor- 
tionment is of vital importance if yearly 
tax savings in state taxes are to be effected. 

In arriving at income subject to appor- 
tionment, net income per the Federal In- 
come Tax return is ordinarily used as the 
starting point although some states start 
with net income per the books. Adjust- 
ments are then applied to the net income 
which have the effect of eliminating in- 
come and expenses not related to the busi- 
ness, or only in part related to the busi- 
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CONSUMER EXCISES NOW 40% OF STATE TAXES 


Consumer excise taxes increased four times faster 
than all state taxes combined since World War I! 

Taxes on sales and gross receipts, gasoline and 
cigarettes accounted for 40% of total state tax 
revenues in 1949, compared with 29% in 1945 

While total state tax collections in the post-war 
period climbed 50%, consumer excise taxes soored 
107%. All other state taxes increased only 26.6%, 
in the aggregate 

Improvement is shown in unemployment compen 
sation funds which brought about a reduction of 
23% in contributions collected for this purpose 
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The most rapid rise from a single revenue source 
is shown to be 167% in taxes on cigarettes and 
other tobacco products. Property taxes, as a. source 
»f state revenue, remained fairly constant 

The rise in tax receipts from general sales taxes 
ince War |! are attributed chiefly to the period 
f inflation and to the expansion of business activ- 
y. Though the increase in motor fuel taxes has been 
asused primarily by increased sales, rate increases 
n more than half of the states helped boost receipts. 
Cigarette tax figures moved upward os new taxes 
were imposed and old levies increased. 
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ness. Such “nonbusiness’” income may 
include rents, dividends and interest, royal- 
ties from patents and copyrights, gains and 
losses from the sale of capital assets, and 
compensation for personal services. Non- 
business expenses include those related to 
the above types of income. Where net in- 
come per the Federal Income Tax return 
is used as the starting base, additional ad- 
justments may be made for expenses allow- 
able and income taxable for state purposes 
which have not been included in determin- 
ing Federal taxable net income. 


The remainder of the income which 
constitutes the income from business op- 
erations, is then apportioned by the appli- 
cation of the formula to determine the por- 
tion of the income attributable to the state. 
Once this allocation is completed, to such 
net income for the particular state is added 
the nonbusiness income which is consid- 
ered to have been derived wholly from 
sources within the state. The result ob- 
tained represents the total net income de- 
rived from sources within the state on 
which the tax is computed. 


STATES’ BUSINESS TAXES IN ‘49 UP 326% OVER ‘40 


Taxes on business now account for “a vastly enlarged part” 
of the total of state tax collections, according to an analysis 
of state taxes on business by the National Industrial Confer- 
ence Board. These business taxes amounted to 18.1% of total 
state tax collections in 1948 and 19.1% in 1949, according to 
the analysis. In 1941, these taxes accounted for approximately 


14.5% of state collections. 


The states now secure more revenue from the corporation 
income tax than from the individual income tax, the Board 
finds. The corporation income tax provided the states uti- 
lizing this source with more than $600 million in the fiscal 


year 1949—326% 


more than in 1940. 


The states collected $115 million from corporate income 
taxes in 1931, it is noted. These receipts declined to $49 
million in 1934, By 1940 they climbed to $155 million, and 
have risen each year since, excepting 1946. 

State and local taxes totaled $14.4 billion in 1948, a rise 
of almost $5 billion since 1942, according to the Board's find- 
ings. State taxes alone accounted for $7.8 billion in 1948 and 
increased to $8.3 billion in the fiscal year 1949 (including 


unemployment compensation). 


Despite the rise in tax collections, the Board points out, 


APPORTIONMENT FORMULA 


The most popular apportionment for- 
mula uses three factors in effecting alloca- 
tion: (1) tangible property, both real and 
personal, (2) pay roll, and (3) sales. The 
state total is, in each instance, compared 
with the respective total within and with- 
out the state. Ordinarily, the three percent- 
ages obtained are added together and di- 
vided by three, resulting in a single alloca- 
tion percentage, which is applied to the 
base of the tax. 

In most cases, the property factor is 
controlled by the business situs or physi- 
cal location since such situs reflects the use 
of the property. In practice, the states al- 
most invariably employ the average be- 
tween the opening and closing book values 
for income tax purposes for the taxable 
year. The purpose of the property factor 
is to reflect either the capital investment 
or general size and importance of the busi- 
ness. 

Since the pay roll factor is included for 
purposes of giving weight to the value of 
the services of employes in earning the in- 
come, the pay roll normally is apportioned 
to the place where the services are per- 
formed. 

In direct contrast with the property and 
pay roll factors, the use of the sales factor 
to give weight to the activity of the corpo- 
ration in obtaining customers from which 
income is derived, is the most difficult of 
all to sustain. The principal objection to 
the use of this factor is the difficulty in 
determining how sales should be allocated. 
There are any number of possibilities, of 
which the following are a few. 

1. The office or place of business to which 

the sale is related, 
. The presence and solicitation of business 
by employes within the state, 

3. The location of the customer within the 

State, 


state governments have been unable to meet their increasing 
expenditures without resort to borrowing. State outlays in 
1948, excluding provision for debt retirement, exceeded $10 
billion, almost double expenditures in 1942. There has been 6. 
a tremendous increase in state borrowing during the past few 


4, The state in which the sales are made, 
. The location of the goods at the time of 
sale, and 


Delivery of goods within the state. 


There is a wide discrepancy between the 
practices in the different states using the 
sales factor in the apportionment formula. 
In most cases the laws and regulations are 
too general and there is a tendency to ap- 
portion sales in such a manner as to in- 
crease the income attributable to the tax- 
ing state. 

With respect to the make-up of the 
property and pay roll factors there is 
considerable uniformity among the states. 

Considerable variance also exists be- 
tween the states employing the formula 
method as to which factors or combina- 
tions of factors are to be used. Some states 
use only one factor while others use com- 
binations of two or three factors. Other 
types of factors than the three discussed 
also exist although their use is limited to 
particular states. (Continued on page 425) 


years, During the war borrowing dropped sharply, amount- 
ing to only $14 million in 1945. This increased to approxi- 
mately $800 million during 1948 and raised the gross state 
debt outstanding to $3.6 billion. 

Included under business taxes for this discussion are: cor- 


poration net income taxes; taxes measured by adjusted gross 


premiums of insurance companies; taxes measured by gross 


receipts, gross earnings, or units of service (e.g. kilowatt- 
hours) of public utilities; license and privilege taxes upon 
corporations, such as corporate organization and entrance 
fees: chain store taxes; and severance taxes. Excluded are 
such taxes as property, sales and use, and certain license and 


privilege taxes. 
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BUDGETING: 


The Use of Cost Concepts and Patterns 


C. W. Emshoff 


UDGETS AND FORECASTS are used by 

practically all executive accountants. 
Approving these budgets and interpreting 
the variations from these budgets is a regu- 
lar part of their duties. The mechanisms 
are familiar. Often the basic economics of 
the underlying costs and cost patterns are 
not quite so apparent. An understanding 
of the fundamental economic realities can 
help all of us to do a more thorough job on 
the budget work that comes across our 
desks. 


THE FIXED AND VARIABLE COST 
CONCEPT 


The concept of fixed and variable costs 
is basic to variable budgets. Its relation- 
ship to fixed budgets may not seem quite 
so evident but it is equally important and 
for the same reason. The volume level at 
which cost data are available is always 
somewhat different from that used in any 
fixed budget, thus requiring adjustments 
to either the data or the budget. Initially, 
in establishing the fixed budget the avail- 
able cost data must be adjusted to the 
volume level used for the budget. Later 
when budget variations are interpreted, 
the fixed budget must be adjusted to the 
volume level of the then available data, 
i.e., the actual operations being measured. 

The fixed and variable cost concept re- 
quires the distribution of all costs be- 
tween these two categories. A ‘‘fixed’’ cost 
is fixed in relation to time, hence its rela- 
tionship to volume varies. It is sometimes 
called time, constant or standby cost. A 
“variable” cost is variable in relation to 
time but its relationship to volume is 
fixed. It is sometimes called volume, flexi- 
ble or out-of-pocket cost. This is a pure 
economic concept, concerned primarily 
with the probability that something may 
happen in the future under certain as- 
sumed conditions. It is a useful concept in 
projections and budgeting provided we un- 
derstand its purpose and its limitations. 

Of course, there is no absolute fixed 
cost which will never vary with volume 
but there are some costs which continuc 
even when there is no production and 
which are reasonably constant over a wide 
range of volume. Likewise, there are few 
absolute variable costs, but many costs are 


EXHIBIT | 


FIXED COSTS 





THE VARIABLE COMPANY 


BREAK-EV 


discontinued when there is no production 
and vary quite uniformly with volume 
over a considerable range. Actually all 
costs are step costs and each cost for each 
business has its individual step pattern, 
both in width (units of volume) and in 
height (amount). These step patterns fall 
into three basic classes, (1) long step 
costs, (2) short equal-step costs and (3) 
short unequal-step costs. 

These cost concepts can be illustrated by 
a simple break-even chart prepared for the 
Variable C ompany. (Exhibit 1) The verti 
cal scale is marked in dollars to measure 
the amount of costs or sales. The horizon 
tal scale is used for volume and may repre- 
sent, preferably, units or, more frequently, 
dollars. Variable Company's gadget sells 
for one dollar so its chart illustrates both 
the ideal and the usual volume units. Sales 
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N CHART 


in this illustration, are presumed to be the 
same as production. A sales line is drawn 
on the chart for comparison with the cost 
lines which will be added. 

The fixed cost line in Exhibit 1 is drawn 
in accordance with the fixed and variable 
cost concept. These costs have been as- 
sumed to be $10 per period regardless of 
volume. Next a variable cost line is added. 
These variable costs are assumed to be 
fifty cents per unit or 50% of sales. This 
variable cost line is superimposed upon 
the fixed cost line and represents total costs 
thus completing illustration of the fixed 
and variable cost concept. Total costs for 

ny volume are divided on the chart be- 
tween the two segments of fixed and vari- 
able 

This chart looks simple and familiar 
but it is theoretical—textbook stuff. Let 
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EXHIBIT II 








FIXED COSTS 





LONG STEP COSTS 


ONG STEP COSTS 


MPARED TO FIXED COSTS 


us get down to bedrock on some of the 
things that factory management often ar- 
and frequently goes away un- 
convinced—largely because they are basi- 
cally right yet the budget just does not 
recognize the facts of life. Let us look at 
some practical examples. 


gues about 


LONG STEP COSTS 


Returning to the fixed cost line, Exhibit 
2, let us compare it with a long step cost, 
possibly de prec iation. Notice the similarity 
of the two lines. For a considerable volume 
range they are identical. For this same 
range, depreciation /s a fixed cost. The dif- 
ficulty in classifying long step costs as 
fixed comes at the step points, which, of 
course, are never subject to exact advance 
determination. If one of these step points 
comes within the volume range being fore- 
cast, a factor of error is introduced. 


SHORT EQUAL-STEP COSTS 


Now let us take the variable cost line, 
Exhibit 3, and compare it with a short 
equal step cost possibly piece-work labor 
or direct material. Again the lines are simi 
lar. As long as the steps are substantially 
equal and there is a step for each unit of 
production, or the number of units of pro- 
duction per step is very small, we can as 
sume these costs to be exactly variable with 
production. The this as 
sumption can be illustrated by two com 
mon examples. Direct material is usually 


limitations to 
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assumed to be a variable cost. However, 
material prices often vary with quantities 
purchased so that this assumption involves 
error when a quantity price change falls 
within the projected volume range. Pro- 
ductive labor is another example of a cost 
usually assumed to be a variable cost. Yet 
we all know many examples where rising 
volume has brought either decreases or in- 
creases in unit direct labor costs. These ex- 
amples both involve efficiency factors but 
efficiency factors of this type are directly 
related to volume. The greater the volume 
range the greater the danger that naturally 
variable costs will not be straight-line 
costs. § 


SHORT UNEQUAL-STEP COSTS 


Exhibit 4 illustrates some short unequal- 
step costs. The line is exaggerated to show 
different patterns and consequently is not 
comparable with the sales line on the chart. 
However, it illustrates many realistic cost 
patterns and indicates the danger that such 
lines can depart materially from either the 
variable cost line or the fixed cost line 
previously illustrated 

In the left section of Exhibit 4, the steps 
are equal as to volume but unequal in 
amount. Material unit prices, for example, 
may vary with volume. All costs with such 
a step pattern are usually treated as vari- 
able and of course they are variable. The 
danger in this treatment lies in the fact 
that the angle of change in cost is depe nd 


ent upon the volume range. ¢ onsequently, 


SEVTEMBER 1950 





400 


EXHIBIT Il 


2» 


SHORT EQUAL-STEP COSTS 
COMPARED TO VARIABLE COSTS 


we must recognize the practical range for 
which the angle chosen is reasonably valid. 

In the middle section of Exhibit 4, each 
step is equal in amount but unequal in 
volume. Indirect labor often has such char- 
acteristics. You cannot fire half a man. 
These costs tend to become fixed costs. In 
the case of executives and key personnel, 
the fixed assumption is usually the best 
treatment. On the other hand, salaries of 
such people as timekeepers, stockmen, 
setup men and dispatchers, frequently 
must be treated as variable cost. Decision 
should be on an individual basis. Setup 
men, as an example, may increase more 
rapidly than volume of production in one 
case and actually decrease with volume in 
another case. Again the volume range pro- 
jected may seriously affect the accuracy of 
the classification of these costs and deter- 
mine the practical treatment. 

In the right section of Exhibit 4, the 
steps are unequal in both amount and 
volume width. Maintenance often has such 
characteristics. Certainly each individual 
cost with such a step pattern must be care- 
fully studied to obtain any realistic classi- 
fication between fixed and variable. 

The costs illustrated in Exhibit 4 are 
frequently called semivariable costs. The 
committed disciple of the fixed and vari- 
able cost concept must deny the existence 
of such a category. He will explain that 
such costs have both fixed and variable 
components which must be segregated. Su- 
pervision is an example. The salary of the 
factory superintendent may be fixed but as- 
sistants to foremen may be variable. Such 
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SHORT UNEQUAL-STEP COSTS 


a segregation of actual economic costs is 
usually practical for a short range of vol- 
ume. The greater the volume range, the 
greater the margin of error. 


COST CURVES 

In projecting costs over a wide volume 
range, such as zero to capacity, actual cost 
economics cannot be expressed by straight 
lines. The cost patterns for each element 
of cost should be determined and added 
together to obtain total costs. A summa- 
tion of the costs generally projected as 
variable will produce a line something like 
the variable cost line of Exhibit 5. Regard- 
less of the theoretical definition, there is a 
natural tendency for the so-called ‘“‘vari- 
able’ unit costs to decline with volume. 
The cost curve will bulge upwards in the 
middle as compared with a straight line. 
Likewise there is a natural tendency for 
the so-called “fixed” costs to rise with vol- 
ume. We can superimpose actual “fixed” 
costs upon actual ‘‘variable’’ costs and ob- 
tain a total cost line, Exhibit 5 again, which 
more closely approaches actual cost be- 
havior. The variable and total cost lines 
are no longer either straight or parallel. 
The bumps in the total cost line indicate 
steps in fixed costs. Notice, however, that 
these curves tend to approach straight 
lines for any short range of volume and 
that the noticeable departures are at low 
volume where the significance of any cost 
line is very questionable. Consequently, 
for short volume ranges it is usually practi- 


cal to project costs with straight lines. 


BREAK-EVEN 


SELECTION OF FIXED AND VARIABLE 
COSTS 


You will find that many people, in pre 
paring their budgets, limit fixed costs to a 
relatively small number of classifications 
having very apparently long steps. Actually 
fixed costs arise in three ways: (1) they 
are incurred irrevocably, as in the case of 
special tooling, (2) they are incurred for 
a specific period subject to rather frequent 
review, as in the case of insurance or (3) 
they are incurred by managerial preroga 
tive, subject to change at will, as in the case 
of a research project. A particular cost 
may be fixed for one company or under 
one set of circumstances but variable in 
another case. One company may build its 
own warehouse. Another may use public 
warehouse space. A manufacturer is apt to 
enter into an advertising program at a 
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THE VARIABLE COMPANY 


THE USE OF COST CURVES 


fixed cost for a season, whereas a retailer 
is apt to hold his advertising at a percent- 
age of sales. Management policy can have 
a strong influence on the nature of many 
costs. Furthermore, there is a strong tend- 
ency for many apparently variable costs to 
remain fixed. This tendency arises partially 
from the natural inertia of costs and par- 
tially from the impracticability of adjusting 
many costs to meet temporary volume fluc- 
tuations. It is often surprising how many 
costs can safely be treated as fixed over a 
reasonably short volume range. 

Many costs are easy to plan as variable 
but it is not always as casy to plan how 
they will vary. We expect direct labor and 
direct material to vary directly with pro- 
duction over a reasonable volume range. 
Maintenance usually varies but its pattern 
may be unpredictable. However, it may be 
entirely practical to plan such costs as hav- 


CLARENCE EMSHOFF has supplemented the talk which 
was given before the Kansas City Control of Controllers 
Institute with six explanatory charts for easier grasp- 
ing of his subject. Mr. Emshoff, a C.P.A., has taught 
accounting and has been with the public accounting firm 
of Arthur Andersen & Co., Chicago, for the past 16 years. 
He is now in their administrative accounting department. 


For related reading on charting budgets note the review 
of “Graphic Budgets” in “Paging the New Books” on p. 416. 
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EXH-BIT VI 

















| 
FIXED) COSTS 














THE VARIABLE COMPANY 


DETERMINATION OF FIXED AND VARIABLE COSTS 


ing a straight-line relationship to produc- 
tion. A reasonable contingency provision 
must be included in planned costs to give 


accurate projections on a long-term basis. 
Actual costs will vary widely from period 
to period but these variations can be con- 
sidered accidental and not too significant 
in the planning. 


HISTORICAL COSTS 


Historical costs are naturally favored by 
accountants as a basis of determining cost 
patterns. Such figures are familiar and our 
feet seem a little more firmly on the ground 
when we are working with the figures re- 
corded in our books. Actual cost perform- 
ance in the past can be charted to produce 
a reasonable indication of future cost per 
formance 

An example of a scatter chart for the 
total costs of Variable Company is shown 
in Exhibit 6. The twelve dots represent 
the twelve months of a year. Points 2, 6 
and 9 are obviously out of pattern and are 
disregarded, A total cost line is drawn to 
approximate the pattern of the remaining 
points. The point where this total cost line 
crosses zero volume is assumed to be the 
fixed cost. This fixed cost is purely theoreti- 
cal but it has certain advantages. It pro- 
jects into the fixed category not only the 
readily recognized fixed factors of cost 
but also th 
become relatively fixed at a limited volume 
range. 

A cost ling drawn 


tendency of variable costs to 


from such data ordi 


THE CONTROLLER... 


narily would have to be a curve in order 
to recognize actual cost economics. The 
straight line is used because it would ap- 
proximate the segment of the curve cover- 
ing the limited volume range significant 
for the projection. 

A variation of this chart is sometimes 
used wherein the fixed cost is separately 
determined by a head count of personnel 
and estimate of other fixed factors. Such a 
determination of the fixed portion is apt 
to force the angle of the cost line but it is 
a useful check on the straight point deter- 
mination. 

Any number of points can be used in 
such charts. Considerations in the selec- 
tion of points include: 


1. A reasonable volume range is neces- 
sary and the points should center as nearly 
as possible on the actually antici pate d vol- 
Hime. 

2. The more points there are available, 


} 
{ 


the more chance there is of getting an ade- 


quate sampling. 
3. Consecutive periods will equalize er- 
s between periods. If they cover a fiscal 


they will pick up year-end adjust- 


These charts can be used for each indi- 
vidual account. They are also used as 
hecks against other projections of groups 
»f accounts, departmental costs, etc. 

In reviewing budgets based upon his- 
torical costs, many adjustments may be re 
quired. One should look for such items as 
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1. Price level changes. Recent increases 
in labor rates and the sometimes violent 
fluctuations in material prices emphasize 
the need for such adjustments. 

2. Physical changes in operations. New 
equipment ov tooling, organization changes 
or changes in methods may require re flec- 
tion in historical costs for purposes of pro- 
f On. 

3. Accounting classification. Projec- 
tions should be made on the basis of cur- 
rent account classification. 

4. Abnormalities. Projections are con- 
cerned with normally recurring costs. Ac- 
cidental and non-recurring costs should be 
eliminated, On the other hand, a contin- 
gent allowance for irregularly recurring 
costs may be desirable or necessary. 


There are further dangers in the use of 
historical costs. Studies for cost projec- 
tion are too often made after costs are 
found to be excessive but before adequate 
cost control has been instituted. Such his- 
torical costs may be unrealistic. Further- 
more, there is usually a tendency for vol- 
ume to increase with a rising price level 
and decrease with a falling price level. 
This is apt to exaggerate the effect of vol- 
ume on cost and understate fixed costs. 


CONCLUSIONS 

We have been discussing the economic 
facts of life—the actual cost behaviors that 
operating people face, regardless of what 
we might expect in theory. We have seen 
how costs frequently depart from simple 
patterns and easy determination. What, 
then, do we have left that is useful ? 

The concept of fixed and variable costs 
has been emphasized because it is a useful 
tool in cost projection. Analysis of the na- 
ture of fixed and variable costs shows that 
cost patterns can be more accurately de- 
scribed as steps. Study of the three types of 
cost steps, (1) long steps, (2) short equal 
steps, and (3) short unequal steps, shows 
that these patterns can be fitted into the 
fixed and variable categories within certain 
limits. Thus, the criticism of the fixed and 
variable concept goes to its limitations and 
not to its basic usefulness. Some of the 
idiosyncrasies of costs have been men- 
tioned but this only points up the neces- 
sity of determining individual patterns for 
each cost for each company. The tech- 
niques of determining these individual cost 
patterns, through the use of either planned 
costs or historical costs, are not perfect. 
Again the criticism goes to their limita 
tions and not to their basic 
Cost projection is not yet an exact science 
Good projections still require a great deal 
of intelligent fact finding and judgment 
This is no magic formula to obtain an ac- 
curate forecast upon which to base or in- 
terpret a budget. However, these concepts 
of cost economics and techniques of pat- 
tern determination give a sound basis 
upon which to apply judgment to the 
specific situations encountered. 


usefulness. 





How Controllers Feed Facts and Figures 


To The Collective Bargaining Table 


C.R. Gay 
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EAR-ROUND TEAMWORK on a 

friendly basis between the controller 
and his company’s collective bargaining 
negotiator assures a steady flow of needed 
facts and figures to the bargaining table, 
and also protects the management from 
“surprise attacks” and unwarranted de- 
mands on the part of union representa- 
tives. In addition, such cooperation capi- 
talizes the controller's good judgment and 
his specialized knowledge about the com- 
pany, the industry and the economic out 
look. 

Because the controller maintains basic 
records, and because his office usually has 
the equipment and the trained staff to 
compile and analyze financial facts and 
figures, the more than 40 companies 
studied by Controllership Foundation in 
its new survey are relying more and more 
on the controller for analyses of the finan- 
cial impact of collective bargaining agree 
ments. In almost every case, the companies 
participating in the survey emphasized the 
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importanc of teamwork and cooperation 
between the personnel of the controller's 
and the negotiator’s departments at all 
levels in the company. The trend is toward 
fixing responsibility for collecting, analyz 


ing and reporting financial data to be used 
in bargaining. The ways in which this re- 
sponsibility are divided vary according to 
company, it is noted, and these variations 
are illustrated by means of case history ma- 
terial included in the report. 
In the majority of the companies stud- 
ied,” the Foundation’s report declares, 
the policy decisions on collective bar- 
gaining were made by top management, 
and the negotiator was authorized to bar- 
rain within the limitations fixed in this 
In approximately half the com- 
yanies the controller was represented on 
the board or committee that formulated 
these decisions, and in many other compa- 
nies his advice was sought and considered. 


0licy 


POLICY COMMITTEES FORMED 


Supplementing the top management 
the importance of facts and 
figures in the formulation of company 
policy on collective bargaining issues has 
resulted in the formation of collective 
bargaining policy committees in most of 
the companies surveyed. These committees 
are usually composed of operating officials, 
controller, and the 
legal othcer. Their functions include: 


committee, 


the negotiator, the 


1. Reviewing the present contract and 


making suggestions for improvement 


2. Advising in the formulation of com- 


pany proposals; 


C. R. FAY, comptroller of the Pittsburgh Plate Glass Com- 
pany, Pittsburgh, since 1944, observes the field of labor rela- 


tions from an excellent vantage point. Following graduation 
from Purdue, he worked as machinist, production clerk, and 


shop foreman before joining Westinghouse in 1925. Here he 
worked successively in Equipment and Methods, Stock and 
Routing, Production and Raw Material Stores Departments. 
In 1934 he became assistant Director of the Industrial Ac- 


counts Division, in 1938, Director of a new division to handle 


employe accounts and from 1942-43 he served on the W.P.B. 
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3. Determining the extent to u hich the 
company can or should commit itself 
in collective bargaining, from all view- 


poimts ;and 


1. Studying the long-term effects of var- 


4 


ious contract provision vg 


Such committees, the study shows, are 
often used to make special studies in 
preparation for negotiations 
covering such topics as pension plans, 
employment stabilization, employe bene- 
fit programs, seniority, and so forth, 

The report indicates how much more 
is required in the way of reports and tabu- 
lations than is generally realized. ‘‘Effec- 
tive preparation” the study makes clear, 
“requires a company-wide knowledge by 
the controller and the negotiator of op- 
erating problems and related matters, with 
the negotiator knowing what the con- 
troller can furnish in the way of advice 
and statistics, and the controller, in turn, 
understanding the nature of negotiating 
problems. The controller, by participating 
in policy committee work, is in a more ad- 
vantageous position to compile the most 
useful facts and figures.” 


contract 


The report states 

“In a few of the larger companies it 
was found that controllers had a 
deputy who spent nearly full time in liai- 
son work with the negotiator’s office. 
Other companies attempted to solve this 
problem by having a systematic exchange 
of personnel between the controller's of- 
fice and the industrial relations depart- 
ment. In several of the companies, the 
industrial relations directors had formerly 
been assistant controllers, thereby having 
exceptionally good knowledge of the fi- 
nancial information which could be used 
in connection with collective bargaining.” 


some 


TWO-WAY FREEDOM OF SPEECH 


The planning and administration of industry and indus- 
trial relations are not the proper function of government. 
Under free enterprise, labor and management can get to- 
gether around the conference table. And it is obviously im- 
possible for serfs of the state to bargain with the State— 
or to strike against the machine guns of the State. 


—RALPH CHAPLIN in the booklet published by the Controllers Institute of America 
entitled TODAY'S TRENDS IN INDUSTRIAL RELATIONS— jvc. 


ALTERNATIVE ROLES 
OF THE CONTROLLER 


There are several different ways in 
which the controller can supply informa- 
tion for collective bargaining, the Founda- 
tion report advises, i.e.: 


1. By compiling in advance a" fact book” 
or a series of tables and reports, but 
without concerning himself directly 
with the actual negotiations; 


By acting as consultant to the company 
negotiator, before and during the bar- 
gaining sessions—but again without 
becoming directly involved; 


By obtaining close co-operation be- 
tween his deputies and those of the ne- 
gotiator to guide the presentation of 
facts for bargaining; 


By serving as a member of a negotiating 
committee which attends all sessions, 
but not presenting any facts himself ; 


By making himself available for such 
presentations of fact as the negotiator 
de sires; 


LABOR TERMS—A TO Y 


A concise compendium of labor information is contained 
in the recently published “Labor Dictionary.’ P. H. Cassel- 
man, the author, is a professor of industrial relations of the 


Univer 


sity of Ottawa, Canada. 


The book provides a bibliography in addition to more 
than 500 pages of highly readable type. Definitions run all 
the way from A.A.A. of A. (abbreviation of the Associated 


Actors and Artists of America 


A.F.L.) to section Y which 


concludes with Youth Employment (defined as “vague in 


meaning" ) 
7 he 
New Ye 


and references 


? 
DOOKk 


wilpin easy reacy. 
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'" 7 
will do well to have 


is published by the Philosophical Library of 
wk (Price $7.50). Anyone interested in labor terms 


"Labor 


Dictionary” 
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. By taking charge of the actual presen- 
tation of factual material, with the ne- 
gotiator retaining control of the com- 
pany's argument and the ultimate terms 
of agreement; 


By forming special committees or task 
forces to collect, analyze and interpret 
data on certain provisions of the collec- 
tive bargaining agreement. 


RECORDS AND REPORTS 
FOR LABOR RELATIONS 


Illustrating the importance of reports 
and records for labor relations, the study 
cites the case of a company with more than 
30,000 employes which is currently paying 
more than $28 per employe annually for 
records. 

Case history material is presented to 
show how proper records on all types of 
work and classes of workers helped another 
company to cut base pay 1214¢ an hour 
without a stoppage. 

“Negotiators generally were responsible 
for indicating to the controller the reports 
they desired, as well as the form in which 
they desired them,” the report continues. 
“Their responsibility, in many cases, con- 
sisted of keeping the controller constantly 
informed regarding union demands and 
of discussing with him what reports could 
be prepared and in what form they could 
best portray the company’s position. A 
number of negotiators reported that they 
looked upon the controller as an authority 
on the form that charts, graphs and tables 
should take, which base periods to use, 
and related information. 

“Negotiators usually maintained records 
relating to employes and from them pre- 
pared reports on attendance, tardiness, 
leaves, hours, grievances and seniority. In 
addition, the negotiators generally pre- 
pared reports on cost of living, standard of 
living, family budgets and real wages. In 
some companies the practices varied, how- 
ever, with the controller in many instances 
working with the negotiator in preparing 
these reports—and in some cases actually 
keeping the records.” 

The Foundation survey disclosed that 
the records a company kept were deter- 
mined mainly by the size and type of or- 
ganization ; nature of work involved ; kind 





of business carried on; how the records 
were to be used, and the information de- 
sired or anticipated. Both the controllers 
and the negotiators emphasized the im- 
portance of having the kind of records 
which could be used, flexibly, to construct 
reports for many different purposes. “Pro- 
viding Facts and Figures for Collective 
Bargaining”’ contains lists of minimum and 
maximum personnel records to guide 
readers in establishing proper systems to 
meet their companies’ needs. 

Important gaps in specific company rec- 
ords were detected by the researchers, such 
as breakdowns in sickness figures, turn- 
over by various groups, costs of absentee- 
ism and work stoppages, and distribution 
of present employes by age. According to 
the study, most of the companies had 
found their records inadequate to furnish 
the necessary information to bargain on 
pensions, and they felt they would be in a 
similar position if they were required to 
bargain on a guaranteed annual wage. A 
checklist of areas of inadequate personnel 
records is featured in the report. 


ANTICIPATING UNION DEMANDS 


Methods of anticipating union demands, 
and thus coming to the bargaining table 
prepared to discuss the issues authorita- 
tively, are enumerated and described in the 
volume, which also contains a list of key 
economic factors to be considered, plus the 
sources whence such economic data may be 
obtained. The preparation of fact books to 
guide negotiators and policy-making ofh- 
cials is covered in detail, telling which in- 
formation about company financial condi- 
tion, sales, costs, prices, hours and wages, 
fringe benefits, productivity, etc., is fur- 
nished by the controller, and which by the 
negotiator. 

The presentation of facts at the bar- 
gaining table and elsewhere—such as in 
arbitration proceedings and before fact: 
finding bodies-—is another important area, 
one which is given an eatire chapter in the 
Foundation study. ™'). case history method 
is employed to demunstratc the advantages 
and disadvantages of various types and 
degrees of disclosure, and to help the reader 
make his own decisions as to the path his 
company should follow in this respect. 

Consistency of interpretation is a vital 
factor in winning union acceptance of com- 
pany figures and estimates, the report 
points out. In consequence, many control- 
lers now have the responsibility for seeing 
that the figures used in bargaining are as 
immune as possible from misinterpretation. 

As an example of special issues involved 
in collective bargaining, the report devotes 
a chapter to the types of facts and figures 
required for negotiating pensions—listing 
104 separate questions to be answered if 
the controller's presentation is to cover 
every aspect, from eligibility and retire- 
ment age to vesting rights, retirement in- 
come and pension plan administration. 
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SPEAKERS AT CONTROLLERS 19TH ANNUAL MEETING 


JOHN T. CHADWELL FRANK D. NEWBURY CHARLES C. JARCHOW 


FINAL ANNOUNCEMENT OF SPEAKERS for the 19th Annual Meeting 
of the Controllers Institute of America, in Chicago, September 17-20, at 
the Edgewater Beach Hotel, includes the following: 


JOHN T. CHADWELL, speaker at the Monday afternoon session, Sep- 
tember 18, on the subject of “Government Controls on Business,” has 
practiced law in Chicago since 1924. A graduate of the University of Illi- 
nois (A.B. 1922, J.D. 1924) he is a member of the law firm of Snyder, 
Chadwell & Fagerburg, Chicago. Mr. Chadwell specializes in litigation 
in the field of antitrust law and matters pertaining to government regu- 
lations. 


FRANK D. NEWBURY, retired director, vice president and economist, 
Westinghouse Electric Corporation, Pittsburgh, will address Wednes- 
day morning's session, September 20, on “Predicting the Economic Fu- 
ture.” Mr. Newbury, who served with Westinghouse for 46 years follow- 
ing his graduation from Cornell University, is author of “The American 
Economic System,” published since his retirement in 1947. He also inves- 
tigated and wrote the survey of business practices and methods entitled 
“Business Forecasting,” published by Controllership Foundation, Inc. 


CHARLES C. JARCHOW, a member of Controllers Institute, is president 
and a director of American Steel Foundries, with which he has been affili- 
ated since 1912. He served as comptroller from 1924-1943, when he was 
elected vice president and comptroller. Mr. Jarchow will discuss “The 
Contribution of Controllership to the Maintenance of Balance in Business 
Management” at the Wednesday morning session on September 20. Al- 
though Mr. Jarchow never followed the public accounting profession, he 
is a C.P.A. (Illinois) and a member of the advisory board of the Interna- 
tional Accountants Society. 


LUNCHEON SPEAKER 


STUART ARMOUR, economic adviser to the 
president of the Steel Company of Canada, 
Ltd., Hamilton, Ontario, has chosen as his sub- 
ject “Weighed in the Balance.” Mr. Armour, 
who will address the luncheon of the Annual 
Meeting on Wednesday, September 20, will be 
identified by readers of THE CONTROLLER as 
author of the much discussed article in our July 
issue entitled “The Effect of American Policy on 
Canadian Business,” based on his talk before 
the 1950 Eastern Conference of Controllers In- 
stitute in Buffalo, N. Y. Mr. Armour has a broad 
background of business activity in both the United States and Canada. 
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Turn of the Tide 


The American people prefer to have more of the busi- 
ness executive type in the government at Washington. 
Asked to express a choice from among labor leaders, busi- 
ness executives, lawyers, college professors, professional 
politicians or other types, 47% of 2,500 adult men and 
women specified the business executives. This was dis¢ losed 
in the results of a recent nation-wide Psychological Barom- 
eter survey made by The Psychological Corporation. The 
interviews were conducted in 129 cities and towns through- 
out the country 


The question asked was: 


“What kind of men do you think we need most in the 
government in W ashington, labor leaders, business execu- 
tives, lawyers, college professors, professional politicians, or 
other types?” 

Business executives were mentioned more frequently than 
all the other types combined. Even among union families, 
business executives were preferred twice as often as labor 
union leaders. The latter were chosen three times as often 
by union-family members as by nonunion respondents. 


Enforcing Honesty 

Because each honest taxpayer must make up for the taxes 
unpaid by the tax dodger, Clarence V. Burns, assistant sec- 
retary and assistant treasurer of American Zinc, Lead and 
Smelting Company, St. Louis, recently declared: 


It 1s advantageous to 
Bureau of Internal Revenue staffed with sufficient capable 
tax evasion at a minimum and to permit 


the honest taxpayer to have the 


em pioyes to keep 


prompt and intelligent examination of taxpayers’ returns.’ 


Addressing a meeting of the St. Louis Control of the 
Controllers Institute, Mr. Burns said that “it is to the best 
interest of the honest taxpayer to encourage Congress to 
appropriate sufficient funds to permit the Bureau to func- 
tion efficiently and with the caliber of men the work re- 


quires.’ 


Coasters Tell the Story 
And 


of business life 


coasters to explain the facts 
(That's right, beverage 


now come beverage 
to employes 
coasters!) ATE Incorporated, which has used phonograph 


records and jigsaw cut-outs to demonstrate the economics 


106 


of business to its employes (we reported on this in January 
1950 in this space), has come up with still another device 
to show how its income dollar is divided. 

In a 24-page, cartoon-style annual report to employes, 
designed to give an account of operations and earnings 
during the fiscal year ended March 31, 1950, the company 
enclosed a set of eight iced beverage coasters imprinted in 
two colors with a pie-chart breakdown of the company’s 
income dollar. 

The reverse side of the coasters is imprinted with a list 
of ATF’s five subsidiaries in the pr.nting, furniture, 
electronics and plywood businesses. 

“Putting the story of business on a useful 


household article serves two purposes,’ Thomas Roy Jones, 


CCONONIIC 


ATF Incorporated’s president, said. 

“First, the pie-chart breakdown of the company’s income 
dollar i 1 pre sses “pon the em ploye the fact that he receives 
0 


1 tan 42 ” lath ay 
¢ fat SIHATE OF LIVE iti 4e UGIHGAT, 


sroge cootters, show= 
TF income delter wes 
i yeor, ere printed from 
Type Founders’ type faces 


PUSH OUT TO USE) 


& 3 
Te It ts mot necessary to ute these 


coasters on Daystrom o* Bclboe 
table tops. The surf f 
produced by both of # 
subsiciories are re 

tains and scratching, os we't os 


heat end chipping. 


The ATF coasters are printed in red and “punch out” from a 
sheet of cardboard cut the size of the annual report booklet 


* Next, i 
economics of business as a conversational topic in the 


7S designed to stimulate. discussion of the 


ent ploye's home. For instance, in order to answer questions 


4 ly ] 4 weer } . /. 
srnulaled bj ance Of the coasters, the employe must 


the facts and figures about his com pan) 


, ' 
Ne Special report we prepare. 


For a set of coasters, our editorial thanks to ATF. They 


arrived just before a desk-top luncheon on a rainy day and 
served well to keep the editorial coffee from leaving rings 
on the editorial walnut 


PauL HAAS! 





A small section of the “old” 
filing area at the Bureau of 
Land Management, Dept. of 
Interior, Washington, D. C. 


a 


priceless documents are now 
being put on Recordak Microfilm 


At the Bureau of Land Management you'll see row after 
row of bulky bound volumes containing the deeds for every 
parcel of public domain land granted to the citizens of the 
United States since 1788. 

These priceless documents are now being put on 
Recordak Microfilm to halt wear and tear... and to 
answer a steady flow of inquiries faster. 

When the job is completed, clerks will have at their 
finger tips the contents of 11,500 bound volumes— 
in just ten six-drawer cabinets—ready for immediate 
review in a Recordak Film Reader, which enlarges each 
film image to nearly twice the bound-volume size. 

Important extra protection. The master negatives will 
be stored safely in the vaults of National Archives— 
ready to produce extra film copies whenever needed. Thus, 


Dept. of Interior engineers predict, a photographically 


accurate and complete film record of their priceless 
documents will be maintained through the years. 

Just ancther example, this, of the way Recordak microfilming 
is serving Government . . . and 65 different 
types of business . . . thousands of concerns. 

For the story of its possibilities write for a 
free copy of “50 Billion Records Can’t Be 
Wrong.” Recordak Corporation (Subsidiary 
of Eastman Kodak Company), 350 Madison 

Ave., New York 17, N. Y. 


“Recordak” is a trade-mark 


=RECORDRK 


(Subsidiary of Eastman Kodak Company) 
originator of modern microfilming— 
and its application to business systems 





‘Two new Comptometer Adding-Calculating 
Machines, efficiency engmecred to handle your figure 
work with maximum speed and accuracy .. . with 
minimum effort and expense! 


CHECK THESE NEW FEATURES! 
FLOATING TOUCH—a lighter, faster touch that astounds users 


it demonstrations! Here’s unsurpassed case of operation! 


IMPROVED ERROR CONTROL— famous exclusive Controlled 
Key mechanism is more effective than ever. Absolutel 
eliminates operating errors caused by imperfect stroke. ‘This 
positive built-in protection assures higher degree of first 
time accuracy speedicr work! 


NEW NON-GLARE COLORS—sclected by Faber Birren of New 
York and Color Research Institute of America to prevent 
evestrain—and to harmonize with modern office décor. 


GIANT ANSWER NUMERALS—casy to read at a glance! Dhial 
faces designed to reduce shadow and glare. No confusing 
zeros shown at left of answer! 

ZEPHYR WEIGHT—pounds lighter for easier handling! Stream 
lined case with satin-finished chromium base. 


DECIMAL POINTS—in natural position! Conveniently num 
bered by column 


FINGER-FORM KEY TOPS--cspecially designed to prevent broken 


fingernails! 





COMPTUMETERS 


NEW NON-ELECTRIC MODEL 3D11 


= ¥ TO eae Pee 


Special features of New Electric Comptometer 
Quiet Automatic Stop-start Motor — practically 
Special torque for fast operation. No switch—it turns itself 
on and off! Detachable cord. 


noiselc ss! 


Radio Protection! Best radio interference control available 


Three-way Error Control—when imperfect stroke is made all 
keys lock except key imperfectly struck. This key stays 
depressed—a visible evidence of the mistake—and motor 
gives warning purr. Operator sees, feels and hears mistake! 


Special feature of New Non-Electric Comptometer 


New Revolutionary x-- Key—for faster, more accurate multi 


NEW ELECTRIC MODEL 992 


plication and division. When x key at left of keyboard 
is depressed, operator can complete imperfect stroke with- 
out moving hands from position 

Seeing is believing! Call your nearest Comptometer 
agent today . . . he'll be delighted to give you and your 
machine operators a demonstration. 


Co MPTOMETER 
ADDING-CALCULATING MACHINES 


Made only by 


exclusively by its Comptometer Division, 1734 N, Paulina St., Chicago 22, I 


Felt & Tarrant Manufacturing Company, Chicago, UL, and sold 





No matter what your 

requirements may be on tabu- 

lating, calculating or statistical typing, you 

can depend on STATISTICAL. This experienced organ- 

ization provides trained personnel and complete facilities to 
handle your work on a regular or emergency basis 

...in your office or ours. Phone our nearest office for 

details on these services as well as our help in 


providing temporary office personnel. 


STATISTICAL 


TABU LATING CHICAGO 4, ILLINOIS 


53 West Jackson Blvd. 


OM PA | yY Telephone HArrison 7-2700 


tblished 1933 « M R Notaro, Pre 
NEW YORK 4,N.Y. NEWARK, N. J. ST. LOUIS 1, MO. 
50 Broadway National Newark Bidg. Arcade Building 


Phone WHitehall 3-8383 Phone MArket 3-7636 Phone CHestnut 5284 
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The Management Audit 
Comes of Age 


Arthur P. Wilson 


HE INDEPENDENT ACCOUNTING AUDIT 
T is of comparatively modern origin in 
the history of business enterprise. Even 
more modern, but fully as important a de- 
velopment, is the management audit. It is 
one of the newer devices of business man- 
agement to insure progress. 

While the accounting audit looks back 
ward into the accounting transactions that 
have already taken place, the management 
audit looks forward. It is concerned with 
ways and means of improving future busi- 
ness operations. It is not concerned with 
past malfeasances or misfeasances; nor 
necessarily with past results. It is distinctly 
constructive in concept. It aims to insure 
better results—to management in 
bettering the position of the business. 


assist 


WHAT IS A MANAGEMENT AUDIT? 

In view of these statements it is ap- 
propriate to ask—just what a management 
audit is. Although it is difficult to phrase a 
short definition of this modern manage- 
ment aid, a management audit can briefly 
be said to be a constructive and objective 
examination of a company’s policies, of its 
organization structure, of its operating 
methods, and of its utilization of human 
and physical facilities—all aimed at find- 
ing means to improvement. 

A management audit may be made of 
the whole business, or of some one di- 
vision, or of a group of divisions. Or it 
may be concerned with some phase of the 
business that cuts across departmental lines, 
affecting all or several divisions and depart- 
ments. 


WHY HAVE ONE MADE? 


The objective of a management audit is 
to increase the effectiveness of the business 
machinery being examined by revealing 
defects in any of the elements examined 
and by indicating possible improvements. 
This increased effectiveness will be the re- 
sult of better service, using service in its 
broadest economic sense, at no increase in 
cost (or even at increased costs, if profit- 
able); at decreased costs without curtail 
ing service ; or at decreased costs and better 


service—both together. 


A review of management processes by qual- 
ified consultants often results in substan- 
tial money dividends on the invested fee 


Such a management audit serves as a 
check by top management on itself and on 
its various subordinate elements and thus 
becomes a means of self-improvement. | 
can also serve as a means by which th 
owners of a business may check on its man 
agement in much the same way as an ac- 
counting audit provides an opportunity for 
the owners to assure themselves that th 
management rendered a 
nancial a 


has proper fi 
counting. 

If a review of management processes by 
qualified consultants reveals no deficiencies 
and no opportunities to increase effective 
ness, the result is a feeling of satisfaction 
and security; if it reveals possibilities for 
betterment, it is likely to pay substantial 
money dividends on the invested fee. 


RESULTS OF AUDITS 


A few examples of the results of man 
agement audits may be of interest. 


1. In one company, a management aud 


discovered that there was a large backlog 
of unprocessed customer orders and that it 
was requiring < days to process an aver 
age order through the plant. The troubl 
was found to lie in the paper work, not in 


the production line. The solution worked 


7 


out after the condition had been discovered 
reduced the time required to fill an average 
order to less than five days. 

2. A management audit of a financial 
institution revealed four different 
panies under the same roof with the same 
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com 


board of directors. Each company had sepa- 
rate officers, however. Each had its own 
president, its own vice presidents, its own 
treasurer, and so on. There were no com- 
on administrative services. The manage 
nt audit resulted in a reorganization 
an providing for one set of officers for 
all four companies combined and for com- 
dministrative services. The saving 

ted to several hundred thousand 
3. A management audit of another com- 
pany was made for a group of stock under 
writers to provide information, supple- 
statements of profit and loss and 
balance sheets, for prospective investors. 
The company’s organization structure was 
found to be in need of two important ad- 
istments, which were made immediately 
A long standing internal squabble had re- 
ilted in the two situations that needed ad- 
justing. The company’s manufacturing op 


menting 


rations, its personnel policies, and its 
plant and facilities were found to be ex 

llent. The stock issue was oversubscribed 
within a short time. 

i. In another case a management audit 
found much that could be improved in 
the field of ‘material management.” The 
warehousing of equipment and supplies 
was so bad and the inventory records so in- 
complete that new purchase requisitions 
going through for items of which 
there was ample supply already in stock. 
The consultants caught two such requisi- 
tions and saved several times the cost of 


were 


ARTHUR P. WILSON, a professional management engi- 
neer, has successfully conducted his own management con- 
sulting practice, served as executive vice president of one 
prominent old line firm of management engineers and as 
partner in another. During World War Il he rendered im- 
portant service to the War Production Board and served as 
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country’s largest producers of critical war materiel. Mr. 
Wilson recently presented this paper before members of 
the Springfield Control of Controllers Institute of America. 
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the whole management audit by this one 
incidental by-product. 

5. One company, a quality producer in 
its industry, suffered a heavy loss of sales 
due to an expansion of the price margin 
between its own products and those of 
competitors. The problem was to find ways 
and means of reducing manufacturing costs 
with no impairment of quality. A firm of 
Management engineers was engaged and, 
through simplification and balancing nec- 
essary work hours to work units, was able 
to make recommendations which resulted 
in a reduction of $1,270,000 in annual 
manufacturing costs. This enabled the 
company’s management to reduce its prices 
to meet competition, while maintaining 
quality, and to increase sales volume con- 
siderably beyond the company’s highest 
previous level 

6. Another company realized 
making good profit on certain of its lines, 
but the company’s net operating profit as 
a whole was unsatisfactory. The manage- 
ment engineers engaged found that part 
of the profit on 20 per cent of the product 


it was 


lines was being used to subsidize losses on 
the other 80 per cent. Items produced and 
sold were selectively reduced from more 
than 1,000 to 117. The company’s sales 
volume declined at first, but its profits shot 
up immediately and ultimately its sales 
volume returned to and exceeded the for- 
mer level. 

7. One company was operating at a level 
ot only 23 per cent of its productive capac- 
ity for two days a week on one shift. The 
company decided to have management en- 
gineers make a study of manufacturing 
costs to effect drastically needed reduc- 
tions. In the course of the examination, the 
management discovered that 
three products were being loaded with the 
cost of productive operations which they 
did not require or receive. When the costs 
on these items were adjusted, and adjust- 
ments were likewise made in the selling 
prices, it was discovered that one of the 
three lines was a “‘sleeper’’. After it was 
priced right, this line became immensely 
popular, and within three weeks, the plant 


engineers 


was running at capacity on three shifts, 


seven days a weck. Increased volume 
came largely from the line whose profit- 
ability was buried under too high a price. 

8. Another company’s president and 
general manager found that he was spread 
too thin, although before the war he had 
been able to discharge the responsibilities 
of his position Management engineers 
were engaged to study the company’s or 
ganization. It found that whereas 
seven key executives repcrted to the presi 
dent before the war, this number had been 


was 


increased to fifteen. Careful studies were 
made, the function of general management 


was redistributed over five divisions, and a 
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This is another in our series of articles on 
top management considerations. The most 
recent one was “Current Problems Facing 
General Management” by John F. Gordon 
in the June 1950 issue—page 251. A list of 
the titles comprising the series in 1949 ap- 
peared on page 253 of his article. 


plan of organization was devised whereby 
these and these only reported to the presi 
dent and general manager. 

9. Another successful company was a 
partnership. Several of the partners were 
getting old‘and their usefulness was de- 
clining. The firm was faced with the prob- 
lem of how to reward past contributions, 
yet avoid a decline in the company’s prog- 
ress, Additional qualified talent was needed 
to continue the company’s successful 
growth. A firm of management engineers 
was engaged to study this problem. They 
proposed moving toward incorporation so 
as to divorce ownership from contribution. 
In order, however, to avoid the penalty of 
high income taxes on large earnings by 
partners who would sell their stock upon 
incorporation, the engineers proposed an 
interim form of partnership which enabled 
part of the accumulated earnings from past 
contribution to be taken as long-term capi- 
tal gains, 

10. The management of another com- 
pany was being severely criticized by its 
board of directors and stockholders be- 
cause, although its gross profit was ex- 
tremely high, its net operating profit was 
low and unsatisfactory. It was assumed 
that gross profit was being wasted in un- 
necessary selling expense. Management 
engineers, however, discovered that such 
was not the case, inasmuch as the com- 
pany marketed its product direct to the 
consumer and, therefore, performed the 
functions not only of manufacturer, but 
those of wholesaler, and retailer as well. 
What was found was that profit was being 
wasted largely in administrative expense 
through red tape and needlessly compli 
cated clerical functions. When clerical job 
analysis was applied, this waste was re- 
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moved and the company’s net operating 
profit rose to a satisfactory level. 

11. Another company was faced with 
the problem of reducing manufacturing 
costs and assumed that a wage incentive 
system was what was needed. Management 
engineers, however, found that direct labor 
represented only 12 per cent of Cost of 
Sales, whereas raw material represented 
68 per cent. The main loss was found to 
be in material yield. When closer and bet- 
ter cost and quality control was applied, 
material yield increased to such an extent 
that manufacturing costs declined by an 
amount greater than cost of direct labor. 


QUESTIONS TACKLED 


Such important questions as the follow- 
ing are among those which a management 
audit may throw light on: 

1. What is the level of effectiveness of 
general management, including its com- 
ponents ? 

2. Is sales management undertaking to 
deliver, and is it developing a sales volume 
adequate to meet or exceed established 
budget requirements ? 

3. Is the research and product develop- 
ment activity effective ? Does the manage- 
ment know what it will be making and sell- 
ing when that which it is now making and 
selling ceases to be profitable ? 

4. Is the manufacturing division pro- 
ducing goods to satisfactory established 
standards of quality, quantity, and cost as 
previously determined by budget require- 
ments ? 

5. Is the company adequately financed 
to take full advantage of opportunities 
which the company may meet or develop ? 

6. Is the pricing policy sound ? 

7. Does the credit policy not only limit 
losses from bad debts, but also stimulate 
sales ? 

8. Is the controller's division acting as 
official score-keeper for the whole organi- 
zation in its effort to operate to prede- 
termined established standards ? 

9. Is the purchasing function being ad- 
ministered not only so as to acquire satis- 
factory raw material and supplies at low 
prices but also to protect continuance of 
vital sources of supply ? 

10. Are the manufacturing staff func- 
tions of (a) production control, (b) qual- 
ity control, (c) cost control, and (d) proc- 
ess engineering adequately supporting the 
productive departments of the Manufac- 
turing Division in their job of producing 
goods to established standards of quality, 
quantity, and cost? 

11. Are industrial relations being ad- 
ministered so as to maintain good relations 
with labor, protect its supply for man- 
power requirements, and provide adequate 
training for productive and nonproductive 
workers as well as supervisory personnel ? 

(Ce ntinueda 
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With this UNDERWOOD ELLIOTT FISHER 
ACCOUNTING MACHINE, each day’s work is 
completed and proved accurate each day. 


There is no need to worry about troublesome peak loads when 
you use this fast, simple, easy-to-operate Underwood Elliott 
Fisher Accounting Machine. 


Work doesn’t pile up at the end of the month because the 
records are posted, balanced and automatically proved accu- 
rate each day. 

Operators like the simplicity of the Underwood Elliott 
Fisher Machine. It has a standard Typewriter Keyboard 
electrified for fast, easy operation. There are only 10 numeral 


Underwood Corporation 


Accounting Machines . . . Adding Machines . Typewriters 
Carbon Paper .. . Ribbons 
One Park Avenue New York 16, N. Y 


Underwood Limited, 135 Victoria Street, Toronto 1, Canada 


Sales and Service Everywhere ©1949 


keys for all figure work. Balances and individual column 
totals—20 or more—are computed automatically. 


The Flat Writing Surface, an exclusive feature of Underwood 
Elliott Fisher Machines, facilitates form handling and saves 
operator’s time. Forms are inserted as quickly and easily as 
placing papers on your desk. And, the special Roll Carbon 
Paper feature eliminates the bother of handling loose sheets 
of messy carbon paper when posting to related records. 


You'll like the versatility of this machine, too. One machine 
can be used for several applications, such as Accounts Receiv- 
able, Accounts Payable, Payroll Records, etc. It will save time, 
trouble and money in the Accounting Department. For full 
details call your nearest Underwood Representative or mail 
the coupon today. 


Underwood Corporation 
One Park Avenue 
New York 16, N. Y 


Please send me illustrated literature and full information about the 
Underwood Elliott Fisher Accounting Machines. 
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Turn the Entire Job Over To Pandick 
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preparation of an annual report—whether it’s to be an elaborate or a 
modest booklet. 
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(Continued from page 412) 
HOW IS THE AUDIT MADE? 

A management audit is usually made by 
a corps of specialists in the particular ad- 
ministrative and operating problems which 
are to be brought under review, usually 
those having to do with policies, organiza- 
tion, personnel, facilities and methods. 
These specialists are always looking for 
one thing—a way to improve what they 
find. They are men trained to use all of 
the tools and techniques of analysis and re- 
search that will contribute to the aims of 
the examination. They obtain facts, figures 
and opinion and apply the lessons of an ac- 
cumulation of experience to the situation 
revealed by this material. They gather basic 
data and analyze these data; they make 
personnel observations and appraisals. 
They confer and consult with employes, 
supervisors, and managers at all levels. 

They learn under what business policies 
the operation of the whole enterprise is 
conducted. They find out how these poli- 
cies are transmitted to employes down the 
line and to customers and outsiders with 
whom the enterprise has business relations. 
They find out whether or not the policies 
as formulated are well understood through- 
out the whole organization and by those 
affected on the outside. They subject the 
major business policies to searching pro- 
fessional analysis. 

Those making the management audit 
also examine the organization structure in 
detail. They find out what the functions of 
each organization unit are supposed to be 
and whether or not these functions are 
clearly delineated and well understood. 
They ascertain whether the organization 
is a manageable one, or whether it is so 
top-heavy or top-light that a good job is 
almost impossible of accomplishment, even 
if the business is run by superior personnel. 
In short, they appraise the whole frame- 
work on which the business operations 
are conducted and suggest any needed im- 
provements. 

In addition to the examination of busi- 
ness policies and organization structure, 
those making the management audit look 
into the methods and procedures by which 
the business is operated. They examine not 
only the production and distribution opera- 
tions, but also the facilitative operations 
(the indirect, auxiliary operations designed 
to support and buttress the production and 
distribution operations). They take up 
each important operation and determine 
who is responsible for the work, how the 
work is done, why it is done the way it is 
done, when it is done and when it should 
be done, what it is that is being done and 
what it is that should be done, and where 
the work is being done and where it could 
best be done. In making all of these de- 
terminations, there is only one major end 
in view—-improvement. 2 





In making a management audit, the hu- 
man resources of the business are also 
given attention. Those responsible for 
making the audit learn how the personne! 
are selected, how they are trained, how 
they are cared for and encouraged, on what 
basis they are paid, why and when they are 
promoted, for what reasons they leave or 
are dropped, how they are retired, and a 
host of other things relative to the utiliza- 
tion of personnel. 

The management auditors also examine 
into the matter of the physical facilities 
utilized in the business, that is, the plant, 
the equipment, and the materials. 

Thus, it may be seen that in making a 
management audit the whole business is 
subjected to a scrutiny as thorough as may 
be specified with respect to most of the 
elements that make the enterprise either a 
going concern or a failure. 


WHEN SHOULD THE AUDIT BE MADE? 


It seems rather obvious that manage- 
ment audits of a business, like accounting 
audits, should be made periodically. 
Whether a management audit should be 
made annually, or biennially, or once 
every five years, or oftener or less fre- 
quently, depends on the size of the busi- 
ness, whether it seems to be getting along 
well or is struggling to keep its head above 
the water, the newness of the business, and 
the stability of operations. The average 
business should have a management audit 
made at least once every two years. 

Also, as in the case of the accounting 
audit, special circumstances arise which 
make it advantageous to have a manage- 
ment audit made. For example, when a 
new management is taking over the busi- 
ness or when a change in some important 
top office is made is often a good time to 
have a management audit made. A manage- 
ment audit ought to be looked upon as in- 
dispensible as far as prospective pur- 
chasers of a business are concerned. This 
applies not only to an individual pur- 
chaser or a small group of purchasers, but 
also to cases in which new stock offerings 
are to be made in substantial amounts. 
Similarly, when a business is seeking credit 
on the strength of future promise, either 
in the form of a loan from a financial in- 
stitution or a government agency or in 
the form of a bond issue which is to be 
distributed widely among holders, a man- 
agement audit is just as important as the 
customary accounting audit. Lending in 
stitutions are beginning to look upon th 
management audit as a prerequisite to size- 
able loans. 


WHO SHOULD MAKE THE AUDIT? 


In the case of the accounting audit ther 
is need for both internal auditors; i.c., 
those operating within the business itself, 
and independent auditors from the out- 
side. The same is true in the case of the 
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marking is required. 

The Tickometer is rented, never sold —does 
not require large outlay or expenditure. Learn 
more about it from the nearest PB office, or 
send the coupon below. 


Pitney-Bowes 


TICKOMETER 


Made by the originators of the postage meter .. . 
offices in 93 cities in U. S. and Canada. 





PITNEY-BOWES, Inc. 

2039 Pacific St., Stamford, Conn. 

Please send illustrated Tickometer booklet to: 
Name 

Firm 


Address __ 

















i 


« eo 


Trustee of Pension Funds 


This Bank acts as Trustee of pension funds 
for many corporations throughout the country 
that recognize the advantages of segregating 
their pension reserves under the management 
of a corporate trustee with complete invest- 
ment facilities. 

Our experience in assisting many corporation manage- 

ments in the development of suitable pension plans 


for their specific needs is at the disposal of corporation 


officials and directors who are studying this problem. 


Guaranty Trust Company 
of New York 


Capital Funds, $373,000,000 


140 Broadway, New York 15 


Fifth Ave. at 44th St. Madison Ave. at 60th St. Rockefeller Plaza at 50th St. 


New York 18 New York 21 New York 20 


Lendon Paris Brussels 





(Continued from page 415) 

management audit. The independent con- 
sulting management engineer stands in 
the same relative position with respect to 
the management audit as a public account- 
ant stands with respect to the accounting 
audit. Obviously, a business should al- 
ways feel responsible for continuous self- 
improvement, and provision must be made 
for improvement work within the business 
itself. But this does not diminish the need 
for outside periodic checkup which will 
cover the internal improvement processes 
themselves as well as every other internal 
practice and condition. 

Experienced consulting management en- 
gineers specialize in improvement work 
and have gained the required know-how 
over long years of intensive practice. Rep- 
utable firms of management consultants 
are prepared to serve their clients in such 
a way as to give every assurance that the 
clients will be entirely satisfied with the 
results. They bring to their clients not 
only an experienced point of view but a 
fresh, unbiased, outside point of view. 
Such an approach is of inestimable value 
in connection with the detection of weak- 
nesses and the development of improve- 
ments and betterments. 

What is perhaps as important as any- 
thing else is the fact that independent 
consulting engineers can bring to bear the 
lessons gained in studying many businesses 
and can for the time being give their undi- 
vided attention to the work of their clients ; 
whereas within the business itself those 
responsible for its management can devote 
only a small fraction of their time to any 
one of the many special problems with 
which they are confronted. 


ROLE IN THE ECONOMY 


As the problems of business manage- 
ment become increasingly complex, and 
as the business climate here and abroad 
continues uncertain, the management audit 
as a tool of business management becomes 
increasingly useful and important. 

The tempo of change affecting business 
operations has never been faster than it is 
now. An individual business must keep up 
with this tempo by constantly adjusting 
itself and making specific application of 
enduring management principles to cur- 
rent conditions. 

As the management engineer has long 
maintained, the only way to better living 

and, hence, to good will and peace the 
world over—is through increased prod- 
uctivity with less stress and strain. The 
management audit, as a device for finding 
the means of increasing the effectiveness 
of men and of the use of machines, ma- 
terials, and money in the output of goods 
and services, is rapidly coming of age. 
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OEP ANB) TOO! 


If your insurance program has not had a complete analy- 
sis within the past two years, it is outdated today! 
Thus you need a thorough review of all your insurable 
hazards . . . immediately! And that is the first step in the 
Rollins Burdick Hunter Co. 5-Way Protection Program, a 
result of over 50 years’ experience in insurance counsel- 
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hazards in your business by RBH engineers and insur- 
ance experts 
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needs that will give you the broadest available cover- 
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Periodic inspection of all your properties to help you 
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For full information, with no obligation to you, merely write 

Rollins Burdick Hunter Co. Do it now—next month may be too late. 
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We've years of experience tailoring pension 
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May we offer you the benefit of this wide 
experience? 
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GRAPHIC BUDGETS 
By Wilford J. Eiteman 


Reviewed by HARRY R. LANGE 
Vice president and controller 


Cutter Laboratories, Berkeley, California 


In this interesting little book (107 
pages), written to show how budgets, as 
well as subsequent performance, may be 
graphically reported, the author has dem- 
onstrated how to present information on 
charts for the benefit of business or profes- 
sional people who have an interest in such 
information but the inability to grasp the 
import of figures alone. Furthermore, he 
also urges that the use of graphic budgets 
be of a supplemental, rather than a replac- 
ing, nature insofar as conventional budg- 
etary procedures are concerned. 

Early in the book, there is a presenta- 
tion of a so-called “basic formula.’’ This 
formula is predicated on the theory that 
additions or deductions should be reflected 
in relation to a beginning amount. The 
first five of the many charts in the volume 
clearly develop the step-by-step utilization 
of the formula and in a very interesting 
way, forecasted changes to a beginning 
amount are charted. 

Mr. Eiteman’s book next dwells briefly 
upon conventional budgetary procedure, 
recognizing that in the construction of 
graphic budgets, some understanding of 
the principles of budgeting is required, 
The author advises those who have this 
fundamental information to skip this third 
chapter but to the student of budgetary 
procedure, these tew pages will be read 
quickly and with interest as to approach. 

Similarly, the next chapter is devoted to 
comments and theory on the break-even 
chart. While some of the material is some 
what repetitious of other material previ- 
ously written on this subject, it is, never- 
theless, fundamental to much of the bal- 
ance of the book 

The author then suggests that charted 
budgets may be used if desired and, where 
applicable, not only to supplement the pre 
sentations of a regular budget but also as a 
complete system for charting control. He 
has devoted a chapter to suggestions tor 
budgeting current assets graphically but 


unfortunately, the illustrating graphs as- 


sume a company producing only a single 
product. 

In these presentations, a hypothetical 
profit and loss statement is illustrated, 
both in tabular form and on a break-even 
chart. Then, graphs of finished goods in- 
ventory changes, illustrating reductions or 
additions to a beginning sum, as well as 
work in process and raw material inventory 
changes, are presented, From a table using 
budgeted sales and anticipated receipts, 
giving some consideration to collection lag 
times, graphic budgets of accounts receiv- 
able balances are illustrated. On a chart re- 
flecting both receipts as well as detailed in- 
formation on disbursements, Mr. Eiteman 
is able to lead the reader into his construc- 
tion of a chart on monthly cash balances 
and finally, on a single chart, inventories, 
receivables, payables and cash as fore- 
casted, are summarized. 

Chapter 6 on management of working 
capital is perhaps the most interesting and 
informative chapter of this unusual book. 
The estimation of fixed asset needs, as well 
as estimated working capital requirements, 
are considered. In a very concise way, a 
cash break-even chart is presented in terms 
of anticipated revenue, cash and noncash 
fixed expenses and variable expense to il- 
lustrate working capital requirements. At 
the same time, however, the author recog- 
nizes the defects in this method when a 
company is confronted with seasonal varia- 
tions in income and outgo of cash. 

In an interesting way, however, Mr. 
Eiteman graphically illustrates the effect of 
operations on working capital. He shows 
how funds may be utilized for working 
capital increases, debt reduction, invest- 
ments and dividends, or the need for bor- 
rowing 

Long-term (three years in this case) 
working capital needs are graphically por- 
trayed through the construction of a cash 
break-even chart in which cash, expenses, 
and revenue as well as noncash expenses, 
are charted together with income taxes and 
capital expenditures. Thus, the author il- 
lustrates the presence or absence of ade- 
quate cash under varying operational levels. 
On one clearly illustrated chart he has also 





shown how to determine the need for re- 
sorting to outside financing in terms of 
long-range planning. 

In a chapter devoted to replacement of 
fixed assets, the author recognizes that re- 
placement needs are not well presented by 
graphic budget methods, but he does say 
that through the use of graphs, a better un- 
derstanding of the problems of expansion 
and fixed asset replacements, can be gained. 
Charts which deal with declining produc- 
tivity of an asset to illustrate the desirabil- 
ity of replacement, accompany his remarks 
on the replacement problem. 

The author has used the break-even 
chart in many of his graphic presentations 
and because of this, he devoted one chapter 
to the limitations of this type of chart. Mr. 
Eiteman states that these are satisfactory 
forms of presentation for single product 
companies but as the number of products 
increases, the break-even kind of analysis 
becomes less useful. He has pointed out 
that where several different products are 
manufactured, a problem exists as to how 
these several products may be combined to 
illustrate a consistent yardstick of opera- 
tions. He states that the accuracy of a break- 
even chart depends on whether the vari- 
able cost for each common denominator 
unit compares in the instance of dissimilar 
products. He does say, however, that where 
it is practical to do so, separate break-even 
charts for each product, if the number of 
products is not large, may be the answer. 
In such cases, he does illustrate that by ap- 
plying applicable fixed expenditures to 
given products, break-even charts can be 
prepared for individual products by ig- 
noring fixed costs not applicable to either 
one. His remarks on break-even chart limi 
tations are summarized by saying that this 
type ot graphic presentation is not satisfac- 
tory when many different products are in 
volved 

Mr. Eiteman concludes his book by em 
phasizing the importance of visual presen- 
tation of facts and relationships for the 
benefit of nonfigure minded executives 
i ertainly, the re are many top management 
people who would welcome the use of 
more charted information to enable them 
to quickly see the picture that is being pre- 
sented. 


Published by The Masterco Pre 


bor, Michigan. $2.50 


RELATED READING ON BUDGETS 


Here's a handy check list of articles 
that have appeared in issues of THE Con- 
TROLLER touching on the subject 
CONTROLLING LABOR Costs THROUGH 

PERSONNEL BUDGETING. By F. D. Wal- 

lace. (January 1948-p. 20) 

PHysicAL CapiTAL Bupcets. By J. W. 


Cason. (February 1948-p. 86) 


BuDGET PLANNING IN Europe. By S. 
Wiliquet. (February 1948-p. 98) 


(Continued on page 420) 


Behind the Scenes With YOUR INSURANCE COMPANY 


In our files are countless cases which would have resulted 
in real tragedy but for the protection which our companies 
provided. The case below shows how a far-sighted husband planned 
so that his wife would have this protection after he was gone. 


His “Best Friend” 
ROBBED HIS WIDOW... 


Walter Brook left an estate of $80,000 
in trust for his wife, to provide her 

an income for life. He chose his 
closest friend, a man of the highest 
reputation, to be his executor 

and trustee. 

For eighteen years the income 
checks came regularly, and then the 
trustee died. It turned out he'd 
embezzled most of the estate—leaving 
practically nothing! For the widow 
and her daughter—who will ultimately 
inherit the estate—this might have 
been the bitter ending. But Walter 
Brook had wisely required in his will 


that the executor and trustee give a 





surety company bond. This repaid 
the loss to the estate, proving that 
“Were THERE'S A WILL, 
THERE'S A Way TO Protect It.” 
There’s a lesson for every one of us. \ surety company 
bond costs littlke—misjudging your executor’s integrity or ability 
can cost your heirs your entire estate! However, when your estate is pro- 
tected by a surety company bond, it not only is safeguarded from 
embezzlement but your executor or trustee also has at his disposcl 
the company’s many years’ experience in estate matters, 
When you have your own will drawn, 


be sure to be as wise as Walter Brook! 


HMERICAN SURETY GROUP 


AMERICAN SURETY COMPANY 
NEW YORK CASUALTY COMPANY 
SURETY FIRE INSURANCE COMPANY 


100 Broadway, New York 5, N. Y. 


Pe es Br i 
ic ae Nema 


““DEPENDABLE AS AMERICA’’ 








uses the calculator with 
push-button" multiplication 


Because multiplication is by far the most frequent operation on calculators, 
obviously the calculator for your office must be the one with the 

SIMPLEST and FASTEST, POSITIVE multiplication. That means MARCHANT— 
the only calculator with PUSH-BUTTON multiplication—on both the 
FIGUREMASTER, designed for heavy-volume production... and the new 
low-cost FIGUREMATIC, the only calculator in its price range with 
simultaneous automatic multiplication. Ask the MARCHANT MAN in your 
phone book to prove that a MARCHANT with PUSH-BUTTON multiplication 
can be operated by anyone . .. and will do all your figure work easier 

and cheaper. Mail the coupon or call the MARCHANT MAN today. 


es Enter the amount to Ky By touch of keys 


be multiplied in Multiplier 
in keyboard ‘ Row, Carriage-Shift 
- and Multiplication 
ore AUTOMATIC... 
answer appears 
SIMULTANEOUSLY 


MARCHANT CALCULATING MACHINE COMPANY 
@AKLAND 6, CALIFORNIA Cc? 
Please send me free literature about the new Marchant 
Calculators a Rental information [ 7 


Name and Address 
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BUDGETING FOR BETTER MANAGEMENT. 
By Harry R. Lange. (September 1948- 
p. 449) 


BupGeT MANUAL: Its Importance and 
Preparation. By Ely Francis. (Decem- 
ber 1948-p. 650) 


Let's Review Our Bupcev. By Clarke L. 
Shabino. (March 1949-p. 112) 


UNIFORMITY OF ACCOUNTS AS AN AID 
TO BUDGETARY FORECASTING. By 
George V. Fortune. (September 1949-p. 
420) 


OTHER ENTRIES 


New York Laws AFFECTING BUSINESS 
Corporations. Published by United 
States Corporation Company, Neu 
York. $2.50. 


Annotated and revised to April 22, 1950, 
this annual compendium, in its thirty- 
first edition, contains the Amendments of 
the New York State Legislature which 
adjourned March 22, 1950. 


ACCOUNTING & TAX PROBLEMS IN THE 
Firties. American Institute of Account- 
ants, 270 Madison Avenue, New York 
16, N. Y. $1.00. 


HANDBOOK FOR PENSION PLANNING. 
The Bureau of National Affairs, Wash- 
ington, D. C. $5.00. 


THE DEVELOPMENT OF A POLICY FOR 
INDUSTRIAL PEACE IN ATOMIC EN- 
ERGY. By Donald B. Straus. Nationa: 
Planning Association, 800 21st Street, 
N.W., Washington, D. C. $1.00. 


ANOTHER MAGAZINE'S VIEWS ON 
“PUBLIC CONTROLLERSHIP” 


Discussing “Is ‘Public Controllership’ 
Feasible?’ (in our May 1950 tssue—p. 
222) an editorial in the July 1950 Journal 
of Accountancy quotes from the article: 

"Public accounting is not a substitute 
for controllership. Objectively. the auditor 
Ov publi accountant looks for the cor- 
rectness of the histortcal records of the 
compan) and extracts data for tatement 
and tax purpose ‘, The controller Mises the 
accounting records primarily as an ana- 
lytical basis for promoting better and 
more profitable future operations. Hi 
ertices are current and continuous. The 
public accountant’s services are usually 
rendered at the close of an && 
pert © Ga i 

We suspect, the Journal of Accountancy 
states, that the author of this article is 
familiar with the practice of public ac- 
counting only as it Is coitecel by 
accounting firms whose practices consist 
for the most part of auditing the accounts 
of large companies. Certified public ac- 








countants in smaller firms or practicing 
as individuals often spend more time 
using “the accounting records primarily 
as an analytical basis for promoting better 
and more profitable future cg aggedl ; Capital and Labor today are writing 
than they do in looking “for the cor- ron . a 

rectness of the rE. ass of the a new —— plan into = out of 
company” and extracting “data for state- every eight contracts they sign. 

ment and tax purposes.” 


In other words, continues the editorial, Whether you are facing a pension 


public accounting consists of accounting problem for the first time or will be 
as well as auditing and, in fact, many 2 . 2 
practicing certified public accountants offer confronted with one later on, or simply 


a type of service which a prominent want to be sure that your present plan 


member of the profession has described : 59> 2 
as that of a “roving controller.” is fully adequate, you will find our new 


There is no reason, states the Journal, pension booklet extremely helpful as a guide to the selection 


why controllers who wish to offer their d 
services to more than one company should of competent pension advice. 


ve They aight as. bac Ayre mg mong Write or telephone our nearest office today for your own free 
minds, however, that they will have great copy of “How to be Sure of Having the Best Pension Plan.” 
difficulty in distinguishing themselves, 
in the public view, from large numbers 
of public accountants who are rendering ALEXANDER & ALEXANDER 
the same sort of service. 

We question, the editorial concludes, INCORPORATED 
whether it would be helpful to anyone AR 
to attempt to establish public controller- Insurance Arokers Gp) Consulting Actuaries 
ship as a new business profession. It seems Sere 
simpler for controllers who wish to leave NEW YORK « CHICAGO « BALTIMORE 
the employ of a single company and offer ST. LOUIS © LOS ANGELES © TULSA © CLARKSBURG 
their services to the public on a fee basis 
to join the already well-established pro- 
fession of public accounting. 

















Questionnaire to Call You r 
Forth Budgeting Facts 


A questionnaire, designed to reveal the 
extent to which budgeting is used to plan An Nn Ud 
future operations and control sales, cap- 
ital expenditures, cash and cash balances, 
has been planned for early release to 
members of the Controllers Institute of 
America by te ov ou gy aon Re po rt Ax annual report should be more than a financial 
ment Planning and Control. Most of the statement. It can tell the story, clearly and graphi- 
questions can be answered by the “check- 
off’ method, and the results are to be 
used by the Committee to determine what AND 
kind and how much research will be re- 
quired to prepare concise, practical in- 
formation on budgeting for the guidance YOUR 
of controllers. : and experience to give your report that additional 

The Committee hopes to obtain a max- : 
imum number of responses including 
some from those who rs not use hadaet STOCKHOLDERS Our organization, operating seven plants which 


ing as a management device. 


cally, in words and in pictures, of your operations. It 
should create increased interest and support of stock- 
holders and employees. 


Our designers and printing craftsmen have the skill 
measure of effectiveness. 


span the continent, is not far from your home office. 


Call or write today: 


1,305 Firms Cited for 
Modern Annual Reports 
A total of 1,305 American and Cana- 


dian corporations are being honored by 


Financial World with merit awards for The Cuneo Press, Inc. 


producing informative and attractive an- 
‘Dp for 1949. TI mpares with 

nual reports for This compares 2242 Grove Street * Victory 2-2100 

1,126 reports cited a year ago, and marks 

a new high in the history of the surveys, Chicago 16, Illinois 

now in their tenth year. 


Financial Printing Department 
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THIS SCALE iS AN 
ptecounting 


MACHINE 


These weight figures originate at 
many points throughout your plant 
—in receiving, shipping and in pro- 
duction departments—supplying 
basic information that affects your 
inventories, receivables, payables 
and the final profit figure! That's 
why it’s so important to control your 
costs with Toledo PRINTWEIGH 
Scales! 

STOP HUMAN ERRORS 
Printweigh eliminates human errors 
in reading, recording, remembering; 
gives your accounting department 
accurate printed records of each 
weighing operation... prints big, 
clear figures... on thick tickets. 
on large or small sheets ... on strips 
... with extra copies. 


TOLEDO 


HEADQUARTERS FOR SCALES 
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Toledo Scale Company, Toledo 1, Ohio 
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Members of the Controllers Institute are identified in the follow- 
ing items by certificate number and year of election in parentheses. 


ANSON BEAVER (#2277-1942), for- 
merly treasurer of Consolidated Railroads 
of Cuba, is now president of General 
American Signs Corporation, New York. 


RAYMOND H. CHELIUs (#2605-1943) 
was recently appointed controller of the 
Artloom Carpet Company, Philadelphia. 
Mr. Chelius formerly held the post of con- 
troller of Nolde and Horst Company, 
Reading, Pa. 


S. H. KIMMENS (#2673-1943) has 
joined the Plume & Atwood Mfg Co., 
Waterbury and 
Thomaston, 
Conn., as con- 
troller. Mr. Kim- 
mens, a C.P.A. 
(1939-Connecti- 
cut) was afhili- 
ated in the ca- 
pacity of senior 
accountant with 
the accountancy 
firm of Hadfield, 
Rothwell, Soule 
& Coates, Hart- 
ford, for a period of six years until 1942, 
when he resigned to take the position of 
controller for the Billings & Spencer Com- 
pany, Hartford. 

Mr. Kimmens served as president of 
the Hartford Control of the Controllers 
Institute, 1948-49. 


MR. KIMMENS 


BELForp G. BrowNn (#4054-1947), 
assistant controller of the San 
Bank, San Francisco, has sa ng ap- 
pointment as a director of the San Fran- 
cisco Retirement System, from M: iyor El 
mer E. Robinson of that city. The San 
Francisco charter provides for a commis- 
sion of five members to administer the 
employes’ retirement system, with three 
members being emp loyes elected by the 
employes. Mr. Brown was appointed by 
Mayor Robinson in line with the charter 
which provides that one member of the 
commission be a bank official. His term of 
office expires February 20, 1954. The com- 
mission directs the investment and control 
of the retirement fund, which now 
amounts to over $50 million. 


Francisco 


WILLIAM H. SCHWEBEL (#2691-1943) 
is now associated with Marquardt Aircraft 
Co., Van Nuys, Calif., as secretary and 
treasurer. Mr. Schwebel was formerly sec- 
retary and controller of Fairchild Engine 
and Airplane Corporation, Farmingdale, 
L: LN Y: 


Louis N. GILSON (#3084-1944), con- 
troller of David Traum Co., Inc., New 
York, is now controller and credit man- 
ager of Nathan Schweitzer & Company, 
also New York. 


JosepH C, LANDRUD (#2779-1943) has 
been appointed treasurer and assistant- 
secretary on the board of directors of 
Lilly-Vent, Inc., Portland, Oregon. Mr. 
Landrud formerly served as  secretary- 
treasurer of Portland Glove Co. of the 
same city. He is now serving as president 
for 1950-51, of the Portland Control of 
Controllers Institute. 


GLEN E. Foster (#1286-1938) has 
been elected vice president of the Brook- 
lyn Union Gas Company. He was presi- 
dent of the New York City Control of 
Controllers Institute, 1942-43. Mr. Foster 
has served Brooklyn Union since 1933 
when he joined it as assistant auditor. He 
was clected comptroller in 1937 and 
named an assistant vice president in 1945. 


A, J. SUTHERLAND, president of the 
Security Trust and Savings Bank, San 
Diego, was 
elected president 
of the National 
Association of 
Credit Men dur- 
recent 
Congress 


ing its 
( redit 
in Los Angeles. 
Vice presidents 
of the Associa- 
tion include Earl 
N. Felio, 
ant treasurer of 
the Colgate-Palmolive-Pect Co., Jersey 
City, N. J.; K. Calvin Sommer, credit 
manager, Youngstown Sheet & Tube Co., 
Youngstown, Ohio; and Lester E. Fish- 
beck, assistant treasurer, Coast Packing 
Company, Los Angeles. 


assist- 


MR. SUTHERLAND 





Ropert E. Lewis (#2522-1943), for- 
merly associate of Sanderson & Porter, 
New York, has been appointed vice presi- 
dent and general manager of Argus, Inc., 
Ann Arbor, Mich. 


JOHN H. BAKER (#2774-1943), gen- 
eral office manager of Carrier Corporation, 
Syracuse, was recently advanced to man- 
ager of the Finance Department. 


N. RICHARD VELLEMAN (#2948-1944) 
has been named controller of J. Aron & 
Co., Inc., New Orleans. He is president of 
the New Orleans Control of Controllers 
Institute, 1950-51. Mr. Velleman came to 
Aron from Kaufman's, New Orleans, 
where he also held the position of con- 
troller. 


WALTER A. BoweRs (#3062-1944), 
formerly president of Utopia College of 
Industrial Administration, Eureka, Kan- 
sas, has been appointed executive director 
of Magic Circle Educational Foundation, 
Inc., Yates Center, Kansas. 


THEODORE QO. LIEBSCHER (#3283- 
1945), secretary-treasurer of Le Roi Com- 
pany, Milwaukee, was recently named 
executive vice president and a director of 
his company. 


JOHN F. MaiscH has been appointed 
controller of E. F. Houghton & ¢ ompany, 


Philadelphia. 


OLIVER O. SMAHA (#385-1934) has 
been named chairman of the Borden Com- 
pany’s Chicago-Central District. In his 
new post Mr. Smaha will have charge of 
the company’s fluid milk and ice cream 
operations in metropolitan Chicago, Wis- 
consin, Iowa, and most of Illinois. Pre- 
viously, Mr. Smaha was president of the 
concern'’s Chicago Fluid Milk Division. 


KNox B. PHAGAN of New York, a spe 
cialist in financial management and _ac- 
counting, was named Deputy Controller of 
the U.S. Air Force in mid-August. During 
World War II, Mr. Phagan served with 
the Air Force in its Eastern Regional Pro 
curement Office and at Wright Field, Day 
ton, Ohio. He was promoted to Colonel 
before being separated from the service in 
1946. Speaking of the appointment of Mr 
Phagan, who has served as a director « 
several corporations and since 1921 has 
been a public accountant in New York, 
Air Force Secretary Thomas K. Finletter 
said Mr. Phagan’s service with the Air 
Force familiarized him with the service's 
procurement and other financial policy 
problems. 


FRANKLIN HEYDECKE (#565-1935) 
comptroller of Public Service Electric & 
Gas Company, Newark, N. J., has retired 
from the organization and F. WARREN 
COOPER (#566-1935), assistant comptrol 
ler, has assumed his duties as comptroller 


CHARLES J. KINNEY (#2867-1944) has 
been promoted to the position of secre 
tary and treasurer of the American Export 
Lines, New York. Mr. Kinney formerly 
held the title of general auditor and assist 
ant secretary of the company. 


CHARLES L. NIELSON has 
pointed to take Mr. Kinney’s place as con- 
troller. Mr. Nielson has been associated 
with Fleetwings, Inc., Bristol, Pa., 
troller, and with American Smelting and 
Refining Co., New York, as assistant treas 
urer. 


been ap 


as con 


ROBERT L. CARSON (#2702-1943) for 
merly comptroller of the Cuneo Eastert 
Press, Inc., Philadelphia, is now comptrol 
ler of Illinois Agricultural Association, 
Chicago, and a number of its afhliates 
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Obituary 





William E. Davis, (#3281-1945), as- 
sistant controller since 1945 with Esso 
Standard Oil Company, New York, died 
at the age of 52 on July 30, 1950. Mr. 
Davis came with the company 29 years ago 
in the Marine Department of Jersey. Eight 
years later he was transferred to the Con- 
troller's in charge of all specialty com- 
panies. Seven years later he was transferred 
to the now Esso Standard Oil Company as 
office manager in the office of the controller. 

Mr. Davis, a graduate of Pace Institute, 
served as a member of its faculty for 14 
years and also lectured on occasion at New 
York and Columbia Universities. 





ASSISTANCE 


in developing Pension 
and Profit-Sharing 
Plans... 


Girard Trust Company, as 
Trustee for Pension and Profit- 
Sharing Plans—both insured 
and those under which funds 
are invested by the Trustee— 
can be helpful in the selection 
of the type of plan best suited 
for your employes. We invite 
your inquiry. 


GIRARD 


Trust Company 


Broad and Chestnut Sts. 
Philadelphia 








Prompt Anti-inflation Policy Urged 
To Offset Effect of Red Aggression 


Urging ‘prompt, persistent and ade- 
quate action by Congress and the executive 
agencies” against inflation, a recently is- 
sued statement by a group of economists 
calls for tax increases to cover the rise in 
federal expenditures due to the interna- 
tional situation. The statement was signed 
by 142 individuals including Walter 
Mitchell, Jr., managing director of Con- 
trollers Institute, and Henry B. Arthur, 
economist and manager of the Com- 
mercial Research Department, Swift & 


Company, Chicago. Mr. Arthur will be 
one of the speakers at the 19th Annual 
Meeting of the Controllers Institute in 
Chicago, participating in the panel dis- 
cussion on September 19 on “The Balance 
of Interest in the Disposition of Corporate 
Income.” 

The full statement calling for preven- 
tion of inflation follows: 

Communist aggression requires that free 
men and women expand military forces 
and supplies to a much higher level for a 


PENSION PLANS 


No longer “WHY?” 
but “HOW?” 


No question about it—pension plans are 


here to stay. The big question now ts how to 


establish and finance a plan. 


Leading corporations in widely diversified 


industries have decided upon bank trusteed 


plans. Many of these corporations have selected 


Chemical . . . because they know of our long 


and successful record in handling trust funds. 


We shall be glad to help you in the design, 


installation and operation of a trusteed plan. 


CHEMICAL 


BANK 


TRUST COMPANY 


Founded 1824 


165 BROADWAY, NEW YORK (15) 


14 cony eniently located banking offices 


in Greater New York 


long time ahead. Enlarged outlays for de- 
fense superimposed on a boom will, un- 
less offset, cause inflation. Inflation is a 
grave wrong and danger. It hurts most 
the most helpless members of society—the 
widows, the orphans, the aged, the ard 
sioners, the annuitants, the disabled. It 
causes dissention and diminishes the in- 
centive to work; it weakens the produc- 
tive system and so impairs both economic 
and military power. It imperils economic 
stability and progress in the peace for 
which we struggle. It is an unmitigated 
tragedy. 

The United States need not suffer this 
abomination of inflation. This economy 
can provide a very high standard of living 
and a very large increase in military out- 
lay without degradation of the dollar. 
Failure to take action to prevent inflation 
would be inexcusable. 

The necessary action is clear and un- 
mistakable. There may be differences over 
details, but there can be none over the 
major requirements. Taxes must be in- 
creased, at once, to cover the rise in ex- 
penditure fully and to balance the budget. 
Adequate control powers over consumer 
finance and construction finance should be 
added to existing monetary authority. Pay- 
ment of government expenses out of in- 
come instead of the printing press, and 
monetary restraint on civilian consump- 
tion, together, can protect the country from 
the woes of inflation and thus conserve its 
strength for use against the evils of aggres- 
sive tyranny. 


War Il Employe Plan 
Liberalized by Socony 


Socony-Vacuum Oil Co. has extended 
and liberalized its plan for employes in 
military training and service which was in 
effect in World War II, the company re- 
cently announced. 

Each regular employe entering service 
after six months or more with the company 
receives full pay for the first thirty days. 
After the thirty-day period, persons with 
dependents get at least one-half regular 
pay while they stay in service, less military 
pay and allowances. 

Benefits provided to regular employes 
are continued for those persons entering 
military service. During the first thirty days, 
the employes’ contributions to the com- 
pany’s annuities and insurance plan are 
also deducted and the full coverage of that 
plan remains unchanged. Thereafter So- 
cony-Vacuum guarantees to make up the 
annuity contributions by both the employe 
and the company for the entire period of 
military service, effective when the employe 
returns to work. 

The employe’s group life insurance is 
continued for the entire period of military 
service, but accidental death, total and per- 
manent disability and dismemberment 
coverages are discontinued after the first 
thirty days. 





Minimizing State and Local Taxes 


(Continued trom page 398) 


With all of the complex problems which 
are existent in state taxation, the question 
arises as to what can be done to resolve 
these problems by applying practical reme- 
dies which will enable one to reduce or 
minimize the taxes one is paying. Any one 
or more of the following points will be 
found helpful in this respect: 


POSSIBILITIES FOR TAX SAVINGS 


. Obviously, complete familiarity with 
the laws and regulations of the states 
in which the company is doing busi- 
ness and the interpretation of these in 
terms of one’s own business is the first 
requirement. 


. One should have a general knowledge 
of the rules and local interpretations 
with respect to the company’s “doing 
business” status and how different ju- 
risdictions regard various combinations 
of acts. 


. Be familiar with the allocation factors 
which control in the states where the 
company operates and then spread in- 
ventories, personnel, branches and ex- 
penses where they will be the least 


costly, 


i. Appraise tax costs in relation to sales 
offices. It may prove more expensive 
to maintain an office in one state than 
another, Endeavor to establish offices in 
states which do not attribute sales to 
such offices. 


. Arrange for the acceptance and ap- 
proval of sales at offices in states which 
do not claim the right to tax such sales. 


. Permanent places of business should be 
maintained at shipping points. Using 
public warehouses can be costly as in 
the case of New York and other states 
which exact franchise taxes. 

. Temporary storage in the shipping state 
should be avoided where the shipments 
are destined for out-of-state points. 


. Avoid customer pick-up of goods des- 
tined for out-of-state carriage. This may 
localize the delivery, thus destroying 
the exemption or right to allocate the 
sale as outside of the state. Use public 
carriers, where possible, and arrange 
for the passage of title on goods at the 
shipping point by billing f.o.b. ship- 
ping point. 

. Where it is possible to consider state 
operations as a separate entity, consider- 
ation should be given to using the sep- 
arate accounting method for each in- 
come tax state, if possible. This betters 
the chance of bypassing the statutory 
allocation formula. This will more than 
likely result in tax savings, although 
taxes should be computed by the for- 
mula method as well as the separate 
accounting method to determine this 
fact. 


10. Always obtain resale certificates on 


shipments for resale which are destined 
for out-of-state or out-of-city. These are 
needed against subsequent assessment of 
sales and use taxes. 


. Arrange to have contracts shift the tax 


to the other person where the state stat- 
ute permits, 


. When entering into tax compromise 


agreements, be sure that the company’s 
rights are protected either by law or 
agreement to claim refund on controver- 
sial items which may subsequently be 
ruled against the taxing authority. 


. In the case of affiliated companies, con- 


sideration should be given to filing con- 
solidated or separate returns. Possibil- 
ities for tax savings may exist depending 
upon the circumstances in each case. 


. In preparing tax returns, weigh care- 


fully the controversial items. Ordinar- 
ily, you will find it to your advantage 
to take the benefit of the doubt in such 
cases and handle them in the manner 
which results in the lowest tax. Your 
method of handling may never be ques- 
tioned and, if it is, you have at least 
protected your bargaining position. 


15. Also note that substantial savings are 
available under merit-rating plans un- 
der practically all state unemployment 
insurance acts which permit smaller 
contribution rates if the company main- 
tains a’low labor turnover. Also, be 
sure that the company is approving all 
benefit claims filed by former employes 
against the state, since the number of 
such claims filed works against the ex- 
perience rating. 

. If contemplating a change in corporate 
structure, by reorganization, merger or 
consolidation, be sure that the merit 
rating of the predecessor passes over to 
the successor wherever the law allows. 

. Since property taxes are ordinarily as- 
sessed at a specific date during the year, 
it may also be possible to effect tax 
savings by reducing the company's phys- 
ical properties at such dates or by per- 
manently transferring them to lower tax 
areas. Recognition should be given to 
local practices in determining the 
proper course of action. 


TAX ADMINISTRATION 


In the expanding field of state and local 
taxes, Management men can no longer af- 
ford to depend upon outside tax advisers 
to take care of tax matters. While such ad- 
visers might be fully posted on the in- 
tricacies of such taxes, they cannot hope to 
keep ac y are with the nature of a com- 
pany’s business operations, particularly 

(Continued on page 426) 
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Minimizing State and Local Taxes 


(Continued from page 425) 


where they are carried on across state lines, 
nor are they always in a position to know 
how a company’s particular problems 
might be affected. 

Obviously, the handling of tax matters 
should be delegated to an officer or em- 
ploye of the corporation with adequate 
qualifications to assume the responsibilities 
of the position. The individual should be 
assigned the primary function of minimiz- 
ing the tax pin of the corporation. The 
preparation and filing of tax returns 
should be assigned as a secondary responsi- 
bility. Whether a tax department se A the 


supervision of a tax specialist is desirable 
depends upon the extent of the tax duties 
to be secatie’ in each particular case. 

It is advisable that the tax work be con- 
centrated in a single responsible depart- 
ment even though the actual filing and pay- 
ment of certain taxes are carried on by 
individuals at branches or decentralized lo- 
cations of the company. The task of keep- 
ing abreast of the myriad court decisions, 
regulations, rulings, articles, etc., makes it 
essential to control tax matters from a cen- 
tral location if minimum payment and full 
protection are to be obtained. 

Where the filing of reports and the pay- 
ment of taxes are handled through local 
branches or offices, this activity should be 
restricted to local license fees, inspection 
fees and occupational license taxes where 
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Because of increasing complexity in the functions of manage- 
ment, business executives welcome and praise any real effort to 
help them based on fundamentally sound principles. 


For instance, there are times when top executives are in close 
contact with printers—when corporate financing, merger or 
reorganization is concerned, also when an annual report or im- 
portant message to stockholders or labor is being prepared. We 
are so widely favored in such work because we have always 
followed certain basic principles that offer concrete advantages 
Not the least of these advantages are these 


We offer management at the top level a thorough understand- 
ing of their financial printing needs and a near-perfect organi- 
zation with which to meet them. As the officer of an outstanding 
manufacturing company said to us recently, “Dealing with you 
is different from any other printer-relationship we ever had. 
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fees are fixed and not determined upon 
sales volume or capital employed. Real 
estate and personal property taxes might 
also be handled locally by persons in 
charge of the property. However, income, 
franchise, sales and use, gross receipts, un- 
employment insurance and other taxes 
based upon earnings, sales, salaries or over- 
all company operations should be handled 
in entirety by the central tax department. 

No tax department will be able to per- 
form its functions properly unless its ac- 
tivities are conchae vom closely with 
other departments of the company, particu- 
larly the cost and other accounting depart- 
ments. Such co-ordination should include 
the development of source information for 
tax purposes, and the setting up of ac- 
counting records to provide such data. 
The proper design of basic records can 
save much time and effort in procuring tax 
information. Accounting procedures also 
should be co-ordinated with tax require- 
ments to the greatest extent practicable. 

Tax angles are becoming so complex 
that’ tax planning today must be accom- 
plished before entering into transactions 
tf tax costs are to be minimized and econ- 
omies or tax savings effected. Once the 
course of action has been determined, the 
records must be built up to support the 
tax position. In this respect, the tax ac- 
countant or specialist should be charged 
with the me ey of research and ad- 
vice regarding proposed contracts, li- 
censes, acquisition or liquidation of sub- 
sidiaries, purchases and sales of fixed as- 
sets, investments, etc. A tax man can be of 
particular value to a company on such oc- 
casions. 

Since legal advice is frequently neces- 
sary to safeguard the interests of the 
corporation, the tax department should 
work closely with the legal department or 
outside counsel. 

Because of the complexities of tax laws 
and their ever changing character, do not 
hesitate to invest in an adequate tax li- 
brary to enable employes concerned to 
keep well versed in matters of taxation. 
Remember, ignorance of the law is no ex- 
cuse. It may, and very often does, cost 
one very heavily in taxes. 

The tax department should maintain a 
comprehensive docket or calendar for the 
processing and filing of all tax returns as 
well as information records showing the 
following data: 


. Types of taxes and report dates, 
. Record of reports filed, payment dates 
and taxes paid, 
. Summary of taxes paid and reports filed, 
and 
4. Dates of waivers and claims filed to- 
gether with any pertinent data thereon. 


Adequate records of this nature are a 
guarantee against default and the possi- 
bility of penalties for failure to file or for 
late filing of returns. 





Who Tells Business Story 
Best is Subject of Survey 


The American people do not believe 
that the schools, the government, the em- 
ployers or the unions are doing as good a 
job of explaining the American business 
system as they should be doing. This was 
disclosed in the results of a recent nation- 
wide Psychological Barometer survey made 
by The Psychological Corporation. Twenty- 
five hundred personal interviews were con- 
ducted in 129 cities and towns throughout 
the country. Two questions were asked: 

Q. 1 Who do you think is doing a good job 
of explaining the American business 
system: the schools, the unions, the 
government, the employers or none of 
them? 

Who do you think should be doing the 
best job of explaining the American 
business system: the schools, the un- 
ions, the government, the employers? 
Are Should be 
Doing Doing 
Ne % 
Schools 26 41 
Government 11 40 
Employers 11 21 
Unions 9 5 
None of them 28 —- 
Don't know 21 9 
Note: These percentages add up to more than 
one hundred because a few people named more 
than one agency. 


Of all the people interviewed, only one- 
half thought that any of these agencies 
were doing a good job. Only 26 per cent 
thought that the schools were doing a good 
job of explaining the American business 
system, whereas 41 per cent thought that 
the schools should be doing a good job in 
this field. Twice as many thought that the 
employers should be doing a good job in 
this area as believe that they were now do- 
ing a good job. 

The most conspicuous result, however, 
was in respect to government. Although 
only 11 per cent thought that the govern- 
ment was doing a good job in explaining 
the American business system, 40 per cent 
thought that the government should be do- 
ing a good job. There were only minor 
differences in people's opinions on this sub- 
ject by income groups and by union and 
nonunion membership. 


International Trade 
Expansion Urged 


Development of individual national 
economies can be best sagt by par- 
ticipation in an expanding international 
trade, the National Foreign Trade Council 
declares in announcing the preliminary 
program for the Thirty-Seventh National 
Foreign Trade Convention. Scheduled for 
the Waldorf-Astoria, New York, October 
30, 31, November 1, 1950, the meeting 
will deal with many specific problems and 
prospects of American foreign trade and 
investments. 


re your business systems all tangled up ? 


Here's how to be sure they're not ! 


\kfr free systems survey 
by Ditto business 
engineers ! 


“Even your best employes won't tell you” —because 
they themselves haven't noticed. Methods that effi- 
ciently handled your Production, Order-Billing, 
Payroll and Purchasing a year ago may not be effi- 
cient today. 

Be sure of freedom from tangles, errors and costly 
lost motion! Use Ditto One-Writing systems! They 
do away with all retyping and copying. They save 
time and money, eliminate mistakes. 

Ask for a free Ditto systems survey of your busi- 
ness. There’s no obligation. A qualified Ditto busi- 
ness engineer will make an impartial survey and 
make definite suggestions. Mail coupon—TODAY! 


DITTO 
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Ditto, Incorporated 
2294 W. Harrison St., Chicago 12, Illinois 


o® [) Without obligating me, please contact me and arrange for 
4 Free Systems Survey 
f ] Send me specific information about how Ditto can save us 
money in © order billing © production (©) payroll 
© purchasing (© time payment ( other (specify) 
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sit Our Booth at the Controllers Business Show at the |9th Annual Meeting 
Edgewater Beach Hotel, Chicago—September 17-20 





JOSEPH P. STEELE, JR 


Jacobs Pharmacy Co., Inc. 


Atlanta 


EARL R. UHLIG 
The Glenn L. Martin Co. 


Baltimore 


Wilson 


WILLIAM S. BECKHAM 
Birmingham Paper Co. 


Birmingham 


VICTOR A. DAVIS 
John Bath & Co., Inc. 
Boston 


CHARLES L. JOHNSON 
Hat Corporation of America 
Bridgeport 


NEWLY ELECTED CONTROL PRESIDENTS 
INSTITUTE OF AMERICA 


CONTROLLERS 


PAUL J. KREMER 
The Buffalo Slag Co., Inc. 
Buffalo 


GEORGE C. HOUCK 
Harris-Seybold Company 


¢ leveland 


RAYMOND G. LOCHIEL 
Capital Airlines, Inc 


D 
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Cc. C. LAY 
The Wheland Co. 


Chattanooga 


GEORGE L. WILLIAMS 
Shawnee Pottery Company 


Columbus 


ROBERT L. GRANT 


Miles Laboratories, Inc 


A. D. HARDER 
Southwestern Life Insurance 
Company 
Dallas 


STANLEY £. LE BROCQ 


The Steel Co. of Canada, 
Ltd 


Hamilton 


JAMES L. PEIRCE 
A. B. Dick Company 
Chicago 


Canby 


DAN R. MATTHEWSON 
Delco Products Division of 
General Motors Corp. 
Dayton 


ERNEST J. MEUTEN 
Pratt & Whitney—Chandler- 
Evans Divs. Niles-Bement- 
Pond Co. 
Hartford 


ROBERT C. JOHNSON 
The Union Central Life 
Insurance Co. 
Cincinnati 


Alenderson 


ROGER A. YODER 
Detroit Steel Corp. 
Detroit 


WELDON M. PADGETT 


Schlumberger Well 
Surveying Corp. 


Houston 





R. L. SHOWALTER 
General Motors Corp.— 
Delco Division 
Indianapolis 


Cc. A. BICKEL 
Robert W. Baird & Co., Inc. 


Milwaukee 


F. A. GREENWOOD 
Interstate Hosiery Mills, 


Inc. 
Philadel phia 


WILSON K. MINOR 
Standard Oil Co. of 
California 
San Francisco 


FRANK K. BILLETT 
Toledo Scale Co. 
Toledo 


M,. R. HARDIN 
W. S. Dickey Clay 
Manufacturing Company 
Kansas City 


Rice 


NORMAN E. KENRICK 
Dominion Textile Co., Ltd. 


Montreal 


C. R. FAY 
Pittsburgh Plate Glass Co. 
Pittsburgh 

Nation-W ide 


RALPH B. BUSH 
American Mail Line, Ltd. 


Seattle 
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GEORGE F. PLUMMER 
Dunlop Tire & Rubber 
Goods Co. 


Toront 


LOUIS C. HAGEMAN 
Luer Packing Company 


Los Angeles 


N. RICHARD VELLEMAN 
J. Aron & Company, inc 
New Orleans 


Gilbert 


JOSEPH C. LANDRUD 
Lilly-Vent, Inc. 
Portland 


WILLIAM S. HENDRY 
Gilbert & Barker 
Manufacturing Co. 
Springfield 


J. B. GALBRAITH 
Stanolind Oil & Gas 
Company 
Tulsa 


ROBERT J. LANDOLT 
The Girdler Corp. 


Louisville 


WAYNE C. MARKS 
General Foods Corp. 
New York City 
Gredell 


EDWARD H. FRIES 
Keokuk Electro-Metals Co. 
Quad Cities 


E. J. CUNNINGHAM 
Monsanto Chemical Co. 


St. Louis 


LAURENS D. DAWES 
Munsingwear, Inc 


Twin Citie 
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CHARLES A. HARRELSON 
Plough, Inc. 
Mem phis 


Potter 


GEORGE E. HALLETT 
Tung-Sol Lamp Works, Inc. 


Newark 


T. J. MCCARRICK 
Eastman Kodak Co. 
Rochester 


HERBERT S. HOWARD 
Niagora Hudson Power 
Corporation 
AY yracu se 
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B. B. PATTERSON 
Baker Furniture, inc 


Western Michigan 
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“Tt was a fireproof building...I was insured... 
then it happened! A match in a waste basket 
...a careless cigarette...who knows? 


“It was over in a matter of minutes. But when 
I opened the safe—there were my accounts 
receivable, inventory records, contracts, the 
life-blood of my business, in ashes! And 
without those vital records I could not collect 
fully on my insurance because I could not 
establish proof of my loss!”’ 


Statistics prove that out of every 100 firms that 
lose their records by fire, 43 never reopen. 


{f your present safe does not carry the label 
of the Underwriters’ Laboratories, Inc., 
it cannot be trusted to give adequate 
protection. Many fireproof buildings 
have been completely gutted—vital 
papers reduced to ashes in seconds! 
Why take chances? Give your business 
the protection it needs with a Mosler 
Record Safe certified by the 
Underwriters’ Laboratories, Inc., 
against the hazards of fire, 

impact and explosion. 


Send the coupon today- 
now —for complete details. 


Je Mosler 
Safe ¢. 


Since 1848 


Largest Builders of Safes and Vaults in the World 


Offices in principal cities - Dealers throughout the country 
Builders of the U.S. Gotd Storage Vault Doors at Fort Knox, Ky. 


THE MOSLER SAFE CO., Dept. C 
320 Fifth Avenue, New York 1, N.Y. 
Please send me 
The free booklet,“‘What You Should Know 


About Safes.” 
The name of my nearest Mosler Dealer 


Name 
Firm 
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American Newspapers 
Face Cost “Crossroads” 


Competition from television and other 
advertising media has brought the Ameri- 
can newspaper to the “crossroads,” so far 
as costs are concerned, declares James M. 
Cox, Jr., president of The Dayton (Ohio) 
Journal Herald & News. 

The only way to cut the cost of news- 
paper production is to ‘seek greater man- 
productivity and the use of new, less ex- 
pensive printing devices,” said Mr. Cox 
who spoke at the twenty-second annual 
mechanical conference of the American 
Newspaper Publishers Association _ re- 
cently. 

“We can’t continue to raise advertising 
costs,” he said, “nor can we price our- 
selves out of the mass market by increas- 
ing circulation rates. In my opinion, the 
daily newspaper should always be avail- 
able to the masses of this country, and if 
the day comes when that is not so, we are 
going to find ourselves in trouble.” 

Mr. Cox said the International Typo- 
graphical Union had taken steps to pro- 
mote increased productivity and added: 

“This is heartening and shows a recog- 
nition of what's going on, because unless 
these men feel that they are a part of our 
business, to sink or swim with us, it is 
just simply a matter of sitting around the 
table in endless negotiations, the results 
of which are mistrust, antagonism and 
frustration on both sides.” 

The present newspaper situation will 
be one of the subjects under consideration 
in Chicago on 
September 19th 
at the 19th An- 
nual Meeting of 
the Controllers 
Insiitute of 
America when 
members in the 
Printing, Pub- 
lishing and AI- 
lied industries 
will confer. The 
chairman of the 
Printing and Publishing Conference is 
F, O. Grasshoff, executive vice president 
and treasurer, Journal-Herald Publishing 
Company, Dayton, Ohio. T. F. Mowle, 
comptroller of Dow, Jones & Co., Inc., 
New York, is serving as vice chairman. 
Mr. Mowle will lead a discussion on 
“Where Do We Go From Here ?” 

Charles E. Ramsey, controller, Rand, 
McNally & Co., Chicago, will lead the 
discussion on “Cost Control for Book 
Manufacturers,” while John W. Storms, 
controller, McCall Corporation, Dayton, 
Ohio, will be discussion leader on the sub- 
ject of “Manufacturing National Mag- 
azines. 

The discussion leader on Paper Prob- 
lems will be C. S. Marty, manager, Market 
Research Division, Kimberly Clark Cor- 
poration, Neenah, Wisconsin. 


F. O. GRASSHOFF 





New “High” Is Forecast For 
Controllers Business Show 


The biggest and best Business Show ever 
staged at an Annual Meeting of the Con- 
trollers Institute of America is scheduled 
to open its doors on Sunday afternoon, 
September 17 at the Edgewater Beach 
Hotel, Chicago, in conjunction with the 
opening of the Institute's 19th Annual 
Meeting. 

The entire East Lounge of the Edge- 
water Beach Hotel will be occupied by the 
Business Show this year and a special 
Business Show Committee under the chair- 
manship of Donald L. Schroder, control- 
ler, Victor Adding Machine Company, 
Chicago, will be in charge of this phase of 
the Annual Meeting activities. 

Exhibitors in the 20 booths at the Busi- 
ness Show include: 

CHARLES BRUNING Co., Chicago 

A. B. Dick Company, Chicago 

Ditto, INC., Chicago 

INTERNATIONAL BUSINESS MACHINES 

CorRPORATION, New York 
MARCHANT CALCULATING 
Co., Oakland, California 
THE NATIONAL CASH REGISTER CoM- 
PANY, Dayton 
OLIVETTI CORPORATION OF AMERICA, 
New York 
STATISTICAL 
Chicago 

THE Topp ComPANy, INc., Rochester 

TOLEDO SCALE CoMPANY, Toledo 

WorRKMAN SERVICE, INC., Chicago 


MACHINE 


TABULATING COMPANY, 


Members and guests of the Institute, 
as well as representatives of corporations 
in the Chicago area have been invited to 
review the products and services featured 
by the companies exhibiting in this year’s 
Business Show. 


Stock Ownership by Unions 
Suggested by Labor Economist 


Dr. Alexander S. Lipsett, a labor econ- 
omist, recommends that labor unions share 
in corporation .earnings—or losses—by 
buying stock. Labor unions have assets be- 
tween three and four billion dollars, mostly 
invested in government or municipal 
bonds or held in cash. Such a move, he 
says, would be an “Act of Faith” in free 
enterprise and a stop-gap against socialism. 
Thereby, he adds, labor could select corpo- 
ration board of director members, if they 
wish to buy stock control in the open mar- 
ket, and thus get a voice in management. 





Standard Appraisal Co. 


6 Church St. New York 








Branches all principal cities 





OW you can have your payroll records 
prepared at lower cost than is humanly 
possible by the most competent office staff. 


That's because specially designed alphabetic 
and numeric machines now turn out repetitious 
payroll record work at a phenomenal rate 


Further, you are charged only for the time 
these ingenious machines are turning out your 
work. 

You can rest assured that your payroll regis- 
ters and complicated payroll data will be com- 
pleted on time. You know the records are ac- 
curate, too, because they are double-checked to 
bank standards. 


LET US PROVE HOW YOU CAN 





LOWER PAYROLL 


PRODUCTION 


COSTS 


... by having payroll records 


prepared the modern, efficient way 


Why not find out how modern payroll serv- 


e can fit into your overall operations . . 


- fe- 


lieve you of many payroll problems and save 


money ¢ 


Presensing : | Send for this 
Modern Rayrl Sm FREE 
ae 
gS informative 
eS iis 
fc . 
Clper tabulation services: 
your sales, orders, prices, 


brochure now! 


costs, 


Let us tabulate 
inventories, 


vouchers, special reports and other statistics— 


just as 
America’s leading firms for half a century. 


Recording and Statistical Corporation 


CHICAGO + BOSTON 


DETROIT 


MONTREAL * TORONTO 


100 Sixth Avenue, New York 13, N. Y. 


we have been doing for many of 





FOTO-FLO 


DAYLIGHT 
OPERATION 
NO 
DARKROOM 

REQUIRED 








Write Dept. 50-72 
for descriptive folder 
showing what FOTO- 
FLO con do for you. 


HALOID 


A NEW, SPEEDIER, COST-CUTTING 
PHOTO-COPYING MACHINE 


Copies anything written, 
typed, printed, drawn or 
photographed in actual, 
reduced or enlarged sizes. 


MAKES UP TO FIVE 
18" x 24" PRINTS 
A MINUTE 


For any business requiring a daily production 
of copies of charts, blueprints, payrolls, news 
articles, advertisements, contracts, correspond- 
ence, photos, etc., the new FOTO-FLO is ideal. 
It soon pays for itself in convenience, speed, 
economical operation. Through its automatic 
timer and print transport mechanism, FOTO- 
FLO insures uniform processing and sharp, 
legible prints. Manufacturers, banks, insurance 
companies, newspapers, department stores and 
government departments will find FOTO-FLO 
the answer to fast, low-cost photocopies. Our 
branch office experts will gladly survey your 
specific needs. 


THE HALOID COMPANY 
ROCHESTER 3, NEW YORK 
Branch Offices Principa tres 


Visit Our Booth at the Contrallers Business Show at the 19th Annual Meeting 


Edgewater Beach Hotel, Chicago 


September 17-20 
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@ BANKS 
@ AIRPORTS 
@ OFFICES 
@ FACTORIES 
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Savings & Loan Society Knows 
Value of Saving Money 


That’s why this Stamford, Conn., 
establishment chose Lamson Tubes 
to speed deposits and passbooks to 
and from this central control opera- 
tor. Lamson speed and efficiency is 
a real money saver —a labor saver 
—a timer saver. 


Airport Knows Value 
of Saving Effort 


Efficiency is a vital matter at an 
airport. That’s why the control 
room at this Washington, D. C., 
airport uses Lamson Tubes to keep 
in touch with all departments. 
These dependable Lamson Tubes 
send last minute weather reports 
and other information to planes on 
runway about to depart. 


Offices, Factories Know 
Value of Saving Time 


Business offices and factories can 
take a time saving tip from this 
user. Use Lamson Tubes to con- 
nect departments for quick dis- 
patch of mail — memos — inter- 
office correspondence — stock req- 
uisitions and supplies. Time is 
money to businessmen and Lamson 
Pneumatc Tube Systems cut hours 
into minutes. 


sett 


SEND IN THIS COUPON 


If you have an organizotion with a 
steady flow of mail, telegrams, or- 
ders or other papers between de- 
portments, floors and buildings — 
you're the man whose business can 
be helped by a Lamson Tube System. 


LAMSON CORPORATION, 
4100 Lamson St., Syracus?, N. Y. 


Please send me copies of your latest bulletins on Pneumatic Tubes suitable 
for 
Name Position 
Company 
Address City . State 
Tos ££ 8 8 Fe Fe Fe hLhUD.L UD UG UG. UG UG UhUDGLUG.L UG. 


All-Employe Pension 
Trend Growing 


A trend begun in 1945 toward increas- 
ing coverage of industrial retirement plans 
to include all employes rather than merely 
salaried employes has gained momentum 
during the last five years, according to a 
comprehensive study of pension plans pub- 
lished by the pension division of Bankers 
Trust Company. 

The study, a 120-page volume, includes 
the programs of approximately 250 com- 
panies, covering three million employes, or 
about 40 per cent of all industrial employes 
currently enrolled in private retirement 
plans. Since 1913 Bankers Trust has had 
a self-administered pension plan for its 
own employes and today is administering 
pension plans for nearly 200 leading com- 
mercial and industrial organizations. 

For the first time the Bankers Trust 
study, published at intervals during the 
last five years, includes a section on union- 
negotiated retirement plans and charts the 
trend in this category of pension agree- 
ments. It also covers employe unilateral 
plans recently adopted as well as existing 
plans of this type. 

The trend toward company coverage of 
all employes, both salaried and hourly 
wage earners, began about 1945 when 63 
per cent of the plans covered all employes. 
In the period 1946-47 the percentage rose 
to 80 and in the last two years remained in 
that area with 78 per cent of all new em- 
ploye unilateral plans calling for complete 
coverage. 


«+ OPPORTUNITIES:| 
EMPLOYMENT * EQUIPMENT * MISCELLANEOUS 


RATES: $5.00 per inch or fraction thereof each 
insertion. 50¢ each additional line. Payable in 
advance. Allow approximately 40 words to the 
1 column-wide inch including 2 words for box 
number. Closing date 10th of preceding month. 


Address box number replies to 


THE CONTROLLER 
One East Forty-Second Street 
New York 17, N. Y. 


Replies will be forwarded. 





SITUATIONS WANTED 





ASSISTANT CONTROLLER 
OR AUDITOR 


C.P.A. (New York), 29, married, now with 
large New York C.P.A. firm. 41/. years diver- 
sified industrial accounting experience includ- 
ing costs and taxes. Desires responsible posi- 
tion with large or medium-sized company. 
Will relocate. Box 1034. 





NOTE: THe ConTROLLER reserves the right to ac- 
cept, reject or censor classified copy and takes no re- 
sponsibility for the people contacted through this col 
umn nor does it guarantee any item bought or sold. 








Investigate your accounting methods 


Compare 


and we’ll save 
AEG 


Compare two ways. 

First, compare the results you now get from pre- 
sent methods— machine or manual—with the results 
you can get from Foremost. This all-new, all-purpose 
accounting machine has simplified the whole prob- 
lem of producing the records you need... speedily. 


Second, compare Foremost with any other descrip- 


>» sim 


RE FOREMOST 


printing 
fewer ° 


atur i pe 
d of distribution: 
and all rotals— 
tion of form 
nce and refer: 


isters an : 
Flexibility of ToS requ” opie 
“ts form more OPP 


See CLOVCMOSE 
The Memingtore. Mkamnel Accounting Machine 


you money 


tive accounting machine made. Compare the auto- 
matic features shown in the chart...features that 
assure greater output hour by hour and day by day 
on any accounting job. 

Compare—you've nothing to lose and money to 
gain! Drop in at your nearest Remington Rand office 
or write for the free booklet 
“How to Slash Bookkeeping Costs 40-60%". Address: 
Management Controls Reference Library, Room 


2122, 315 Fourth Avenue, New York 10. 


for a demonstration 


We welcome 
comparison on 


results 
SES awe. 


Copyright 1950 by Remington Rand Inc. 
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YORK 19, N.Y. 
DISTRIBUTOR 


580 FIFTH AVENUE, NEW 


EXCLUSIVE U.S. 


Olivetti Corporation of America e 





